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RETRAINING OF DISPLACED WORKERS

. TUESDAY, JULY 31, 1984

HoUSE oF REPRESENTATIVES,
SUBCOMMITTEE ON ECONOMIC STABILIZATION,
CoMMITTEE ON BANKING, FINANCE AND URBAN AFFAIRS,
S Washington, DC.

The subcommittee met, pursuant v notice, at 9:40 a.m., in room
2%20, Rayburn House Office Building, Hon. Mary_Rose Oakar pre-
siding. . . . B

Present: Representatives Vento, Oakar, Coyne, Levin, Torres,
Shumway, and Wortley. ‘ .

Ms. OAKAR. The subcommittee will-come to order. :

The House Banking Economic Stabilization Subcommittee is
holding hearings today on an issue critical to our Natjon’s ability

o

. to remain competitive—job retraining. I asked for this hearing be-

cause of the importance of examining the linkage between industri-
al ﬁmpetitiveness and re,training. - P L )
& Economic - Stabilization. Subcommittee has held extensive
hearings over the past Xear on how to make American indust
“competitive-at home and abroad. I want today to explore, in a bi-
partisan manner, innovative approaches to job retraining that will
allow our Nation’s workérs to contribute fully to this effort. I
would like to give special thanks to Chairman alce for the op-
portunity to examine this issue. - .
Retraining and industrial competitiveness go hand-in-hand. To

-remain competitive, American businesses must utilize state-of-the-

art equipment and production methods. At the same time, Ameri-
can workers must be able to adapt to the new equipment and pro-
duction technir‘;]ues. This places great burdens and responsibilities
on business and labor. New approaches are requirasd to assist both
business and labor and our Nation as a whole.

- The issues we are addressing today are of great concern to the
Northeast-Midwest Congressional Coalition, which comprises over
200 Members of Congress, dnd in particular, to its Task Force on
Employment and Training- which I cochair with Representative
Sherwood Boehlert of New York. _ :

' The Coalition, whose members represent our Nation’s industrial
heartland, has devoted the past year-and-a-half to examining the
changes in American industry and the American workplace and

. ways to prerare our country and our region for. the future. Last

year, it held hearings in seven cities on various aspects of this
problem. The Coalition then convened a national conference last
October on Shaping the Workforce of the Future. Following the
-conference, it established the Task Force on Employment and

¢ 1)



. and labor to the profound transformation the

. new production methods.

2

¢

. Traini'ng to develop and work for the adoption of the employment

and training agenda for the next several years. .

The goal of all of us today is to ease the atﬁustmen@ of business

\merican economy is
undergoing. Old m‘ainstayg’ndustries are shrinking and adoi)‘ting.'

, ew industries are emerging which re-
&unre new skills. :-These changes are placing great demands: on

merican workers. We see these changes in the scaling back of the -
nteel and automobile industries, in the increased-use of robots and
computers in those old industries, in .the growth of high technology
industries, and in the great expansion of jobs in the service sector
of our economy. ' '

These changes have been occurring at a iime when the U.S.
economy has experienced a very severe recession. While the econo-
my has been recovering, the recovery has-been stronger in gome re-,
gions than in others. ' . .

In my home State of Ohio, for example, iecovery has lagged and
the unemployment rate is still higher than the national rate. This

- lag is also seen in other Midwestern States, and in pockets in other

“the Po

States around the country. Thus, jobs remain as critical an issue as
training. Jobs and training cannot be separated. Many of the new
jobs being created today require new skills. These new skills can
only be acquired through training. Job creation and retraining are
the keys to rebuilding the U.S. economy. If enough good jobs can be
created in a timely manner and if American workers can be pre-
pared for those jobs, then we can make the economic changes t?at
we must with speed, grace, and confidence.

Today's hearing will examind,the actions that are necessary to
elr‘xﬁlllre that American workers are equipped with appropriate
skills. g

Our region #nd our Nation must assure that they are never

‘caught short again. A recent report by Cleveland’s Ameritrust Cor-

poration on the Midwest's economic outlook put its finger on our

most critical need—keeping our workers up-to-date. '
As the Economic Stabilization Subcommittee considers the jobs

and trainihg issue, it must remember that workers will have sever-

.al jobs throughout their hifetime, something we seem to have for- .

gottep in the past. Trainir.g¢ and retraining are thus essential and
go hghd-in-hand with job creation. We need concrete, well-thought-
out programs to give workers the means to get this retraining.
These programs must provide workers with the security to adapt to
change. They must also assure that our workers will no longer find
the future frigh.tening. . S
I have first-hand experience with this problem. I have visited,
along with my colleagues on the Coalition Task Force, factories and
training facilities and have met with people on the frontline of job
traininF. We have visited many facilities in one region, including
aris Joint Vocational Center in Greater Cleveland, one of
Oh¥o’s outstanding vocational training facilities. I spoke with many
unemployed workers who were unable to receive needed retraining -
simply Because they could not afford the $1,00C tuition. .
I wan'. to add here that we le~ ... un our visit that the Polaris
Center aas a tremendous recora of placin%l workers in jobs after
they co.npleted their training program. Whenever they retrained

6
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: people,. the job was out there waiting for them. Withbut the train-
.ing, they could not get the job.. - .

3

The visit convinced me of the need for programs and initiatives
that will make sure that workers will be able %0 receive the train-
ing to aliow thein to get the new skills that their Jobs will require.

One program is the National Individual Training Account Act of
1984—FhR. 4832—which two of my colleagues, Dick Durbin and
Sherry Boehlert, will discuss today. The bill was introduced earlier

this year by the Northeast-Midwest Congressional Coalition and its.

.Task Force on Employment and Training. This bill would allow
" workers to set up a tax-sheltered savings account to pay for needed

retraining. It is the type. of innovative, result-oriented program
that will make retraining available to workers. It is the type of co-
operative, long-term approach that the times call for. It is the type
of program that provides the security to adapt to change.

The ITA addresses an important facet of the job problem. Other-
initiatives are. needed to address the problem on a broad front.
There are other very fine Bills that my colleagues have introduced
that we will also be discussing today. Co

Thus, we face this critical need to. develop innovative programs
for retraining. We need to examine the problem. - :

I would really be remiss if I did not thank-the staff of the North- -
east-Midwest Coalition as well as the staff of this subcommittee
and my own staff for the excellent.work they have done.

I want to pay special recognition to my colleagues on the other

. side of the aisle, Nancy Johnson and Bill Clinger. They have also

done very, very thoughtful work on this issue, and we are very
happy that they are here as well.
[Ms. Oakar’s opening statement follows:]
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"HEAR!NGS OVER TuE PAST.YEAR'ON HOW TO MAKE AMERICAN INDUSTRY

’ - - L3 ! 3 . P

' 4
STATEMENT OF Co&onmwoum MaRY Rosg OAKAR .

\

THE SUBCOMMITTEE WILL COME,TO ORDER. - .

“THE House Bankine Econonic STABILIZATION Suacowmxrrs& 1s g -
HOLDING HEARINGS TODAY ON AN ISSUE CRITlCAL T0 CUR KATION'S =
ABIUTTY TO REMAIN COMPETITIVE -~ JOB KETRAINING. [ AASKED F(R
THIS HEARING BECAUSE OF THE IMPORTANCE OF EXAMINING THE LINKAGE '
BETWEEN INDUSTRIAL COMPETITIVENESS AND RETRAINING. a

Tue Economic STABILIZATION SUBCOMMITLEE HAS HELD EXTENSIVE

COMPETITIVE AT HOME AND ABROAD. I WAMT TODAY TO EXPLORE
INNOVATIVE APPROACHES TO JOB RETRA!N!NG THAT WILL ALLOW oup

NATION'S WORKERS TO CONTRlBUTE FULLY TO THIS EFFORT, [ wou n ' .
LIKE TO GIVE SPEClAL THANKS T0 CHAIRMAN LAFALCE FOR THE CEFCRTUNITY *® o
TO EXAMINE THIS ISSUE. . - .

o » !
RETBA!NING AND 1HDUSTRIAL COMPETITIVENESS GG HAND-IN-H/MND.

-TO REMAIN COMPETITIVE, AHERTCAN BUSINESSES MUST UTILIZE STATE~CF~ -

THE-ART EQUIPMENT AND PRODUCTION METHODS, AT TRE SAME TiMz, ' b

AMERICAN WORKERS MUST BE ABLE TO ADAPT TO THE NEW EQUIPMENT Ahu '

PRODUCT 10N TECHNIQUES. THIs PLACES GREAT BURDENS AND RESPOMSIBIL-

1TIES ON Bus:nsss AND LABOR. NEW APPROACHES ARE REQUIRED TO .

ASSIST BOTH BUSINESS AND LAROR AND OUR NATION AS A WHOLE. ' .
THE ISSUES WE ARE ADDRESSING' TODAY ARE OF GREAT CCNCERN TO

THE MORTHEAST-MIDWEST CoNGRESSIONAL COALITION AND, IN PARTICULAR,

-~

10 1715 Task FORCE on -EMPLOYMENT AND TRAINING wHICH | CO-CHAIR
wi1TH ReP. SWerwooD DOEMLERT oF NEW YORK, .
. . ! .
Tve ‘COALITION, WHOSE MEMBERS REPRESENT OUR NATION'S INMDUSTF 1AL
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HEARTLAND, HAS DEVOTED™THE PAST YEAR AND A HALF TD.EXARINING
THE CHANGES IN AMERICAN 1NDU§%RV AND THE AM:RICAN HORKPLA;E "AND
WAYS TO PREPARE OUR COUNTRY ARD OUR REGth FOR THE FUTURG. :
Last vggnfﬂr HELD HEARINGS IN SEVEN CITIES ON VARIOUS ASPECTS
*OF THIS PROBLEM, " THE COALITICN THEN®CONVENED A NAT&ONAL con-
FERENCE LAST OCTOBER ON SHAPING fHE WORKFORCE OF THE. FuTure,
FOLLOWING THE_conpsésncs, IT ESTABLISHED THE TASK FORCE ON
EMPLOYMENT .AND TRAINING TO DEVELOP AND WORK FOR THE ADOFTXUN oF
THE EMPLOYM%NT AND TRAINXNG AGENDA FOR THE NEXT SEVERAL YEARS, .
THE GOAL OF ALL OF- US TCDAY IS TO EASE THE ADJUSTHENT GF .
* BUSINESS AND LABOR TO THE P;OFOUND TRANSFORMATION THE AMER!CAN
ECONDMY 1S UNDERGOING, OLD MAINSTAY INDUSTRIES ARE SHRINKING AND
/DOPTING NEW PRODUCT 10N METHODS. NEW INDUSTRIES ARE EMERGING

vt} ¢ REOUIRE NEW SKILLS.. THESE CHANGES ARE OLAC!#G GREAT DLEMANDS

ON AHERXCAN WORKERS ., \\[ SEE THESE CHANGES IN THE SCALING BACK
GF THE STEEL AND AUTOMOBILE INDUSTRIES, IN THE lNCREASED’ USE CFf
RCBOTS .AND COMPUTERS IN .THQSE OLD INDUSTRIES, IN THE GROWTH OF
HIGH TtCHNOLOGY INDUSTRIES, AND .IN THE G'REAT EXPANSION 6F JOBS IH
THE SERVICE SELTOR OF OUR ECONOMY. ,

THESE CHANGES HAVE BEEN OCCURRING AT A TIME wHEN THE-IL S
ECOHOMY HAS EXP‘!}ENCED.,ITS WCRST RECESSION IN OVER U0 YEARS,

_HWHILE THE ECONOMY HAS BEEN RECOVERING, ' THE RECOVEPY HAS BEEN

STRONGER IN SOME REGIONS THAN 1N OTHERS.
IN- MY HUME SY1ATE OF OH1O, FOR EXAMPLE, RECOVERY HAS 1 ACGLED

AND THE UNEMPLOYMENT RATE IS STILL HIGHER THAN THE NAT 1 CNAL RATE .
1 ‘ !

¢} . T

¢
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STERN STATES:. Tue, FOR
THE MIDWEST, JOBS REMAIN AS CRITICAL AN ISSUE AS TRAINING,

9
. . I - ‘
. JoBs AND TRAINTNG "FANNOT BE SEPARATED. MANY OF. THE NEW
. . '
JOBS BEING CREATED fODAY REQUIRE NEW SKILLS., THESE NEW SKILLS

CAN ONLY BE ACQUIRED THROUGH TRAININu, JOB CREATION AND
“RETRAINING ARE. THE KEYS 'TQ REBUILDING THE U.S. ECCNOMY,

¢

ENOUGH GOOD/JOBS CAN BE CREATED IN A TIMELY WANHER AND LF AMERICAN

WORKERS CAN\BE PREFARED FOR THOSE JOBS, THEN WE CAN MAKE THE ™ .

ECONOMIC CHANGES ‘THAT WE MUST WITH SPEED, GRACE ANBGCONFIDENCE'.
’ : n . n
TODAY'S HEARING WILL,EXAMINE THE ACFIONS THAT WiLL BE

. : .-
NECESSARY TO INSUKE THAT AMERICAN WORKERS ARE EQUIPPED WITH *
APPROPRIATE SKILLS, & ’ '

-

UR REGION AND OUR NATICN MUST ASSURE THAT THEY ARE NEVER
CAUGHT SHORT AGAIN. A RECENT REPORT BY CLEVELAND'S AMERITRUST

CorPORATICN ON THE MIDWEST'S ECONOMIC OUTLOOK PUT ITS FINGER ON
. OUR MSST CRITICAL NEED == KEEFING OUR WORKERS UP-TO-DATE,

. As tme Economic STABILIZATION SUBCOMMITTEE CONSIDERS THE
JOBS AND TRAINING ISSUE, IT MUST REMEMBER THAT WORKERS WILL HAVE
SEVEMAL JOBS THROUGHOUT THEIR LIFETIME. TRAINING AND RETRAINING
ARE THUS ESSENTIAL AND GO HANL~IN-HAND WITH JOB CREATION, He .-
NEED CONCRETE, WELL=(HGUGHT-OUT PROGRAMS TO GIVE WORKERS THE MEANS

7.
TO GET THIS RETRAINING. ]HEJE.PROGRAMS MUST PROVIDE WORKEKS

WITH THE SECURITY TO ADAPT TO CHANGE., THEY MUST ALSO ASSUKE THAT
OUR WORKERS WILL MO LONGER FIND THE FUTURE FRIGHTENING.

1 WAVE FIRST-HAND EXPERIENCE WITH THIS PROBLEM. | HAVE
VISITED, ALONG WITH MY-COLLEAGUES ON, THE CoaL1TIoN Task FoRrce,

FACTORIES AND TRAINING FACILITIES AND HAVYE Méf WITH PEOPLE ON

v =T

—-
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, THE m\gn.m_ oF J0B TRAINING. . IN GREATER Cstmnn, .l

JISITED; ms'ﬁ)hnrs JoINT VocaTionaL CENTER, ONE GF Omo ‘out-,
L _STANDING VOCAI!ONAL TRALILING FACILITIES, | SPOKE WITH MAM -
, . ruuemovsn WORKERS WHG wga}.\.];msu TO':.ECEIVE NEEDED RETRAINING
v, sImMeLy sauuss THEY COUL'D: NOT AFFORD’ THE $1,000 TUITION.

<

L THQ VleT'CONVlNCED ME'OF THE NEED FOR PRQCPANS AND

¢

——

L)

lNlTlATlVES mn NlLL uaRE SURE THAT WORKER'8§V¢1LL BE AELE T0
_5” 0 5tcs|vs THE TRAINING™IQ ALLOW THE]“\ TO GET THE NEW SKILLS THAT
THEIR JOBS WILL REQUIRE R '_ . - . / '
Oﬂspnoca M 1S TH HATmNAL lnmvmum. TRAINING Accoum Act .

v+ oF 1984 (H, P 1$32) Wi cH TRO OF MY COLLEAGUES, Dick NurIN AND )
SHERRY Bosu(em, wnu.‘mscuss romv. THE BILL WAS INTROBUCED . ' .
nRLlER THIS YEAR BY THE HORTHEAST- MrowesT CONGRESSIONAL

¢ Comnon AND 1TS TAsx FoRCE ON EMPLOYMENT aND TRAINING, THIS |

BILL WOULD ALLOW WORKERS TO SET UP A SAVINGS ACCGUNT TO PAY FOR ;
. NEEDED RETRAININGy, IT I'S THE TYPE OF JNNOVATIVE:, ResuLT- omsmen .
\ * PROGRAM THAT wg(m\xs RETRAINING AVAILABLE TO WORKERS. IT Is : .
. THE TYPE OF COOPERATIVE, LONG-TERM.APPROACH THAT THE TIMES CALL '
. FOR, 1T IS THE TYPE OF PROGRAM THAT PROVIDES THE SECURITY 70
T ADAPT TO tHANGE, " e
Tue ITA ADDRESSES AN IMPORTANT FACET OF THE JOB.PROBLEM.
OTHER INIZIATIVES ARE NEEDED TO ADDRESS THE_PROBLEM ON A BROAD .
'FRONT. ONE WOULD BE THE CREATION OF<A TRULY NATIONAL JOBS BANK e
THAT WOULD HELP WORKERS FIND JOBS. ‘THI'S BANK SHOULD Be useo.,
BY THE BUSINESS COMMUNITY. AD HAVE ALL.TYPES OF JOBS INCLUDED

.

THE PROBLEM WE FAGE TOBAY IS, THAT ONLY 21 STATES HAVE *Auromneo

.
L] .
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*JOBS BALKS AND THAT THERE IS 10 STANDARDIZED METHOD GF IDENT!FYING

NEW OCCUPATIONS OR ELIMMNATING ORSOLETE ONES, 'OREOVER, THEKE 1S
HO METHOD FOR ANTICIPATING CHALGING LABOR NEEDS WITHIN AND .
BETWEEN lNDUaTRlES -

WE HEED To. INPROVE THE PUBLIC'S VIEW OF THE EMPLOYMENT

‘SERVICE AND ENCOURAGE JDBSEEKERS AND EMPLOYERS T0 USE 1TS

" SERVICES. MOREOVER, WE NEED TO ENSURE STEADY FUNDING FOR THE

PROGRAM AND NORK TOHARDS AN ON-LINE COFPUTER SYSTEM THAT WOULD

- LINK TERMINALS IN STATE AND LOCAL AGENCIES .TO A NATIONAL

‘OPENINGS.

COMPUTER, THUS "PROVIDING INSTANTANEOUS INFORMATION ON ALL JC@

WE NEED TO EXAMINE HOW TO REMOVE OBSTACLES 1t THE LNEPPLOYHENT
INSUR‘ﬁ%E SYSTEM TO WORKERS RECEIVING TRAINING, TODAY, MARY
STATES PROHIBIT OR MAKE 1T VERY DIFFICULT FOR DlSPLACED WORKERS
TO PARTICIPATE IN \TPAINING PROGRAMS AT THE SAME TIME THEY ARE
RECEIVING UthF.OYM U3l RFHEFITS. THIS IS COUNTER- PRODUCTIVE,
UHEM%LOYMENT lNSURANC§ SHOULD KOT BE A BARRXERJTO AN iNDiVlDUAL
GETTING RETRAINING IHA}xﬂILL CIVE HIM OR HER A NEW JOB WITH A ¢
'UTUR . -

Manv ‘DIsPLACED WORKERS NEED RETRAINING TO BE COMPETENT IN
NEWLY CREATED JOBS GRsMORE ‘BADITIONAL JOBS WHICH HAYﬁ INCORPORATED
NEW TECHNOLOG1ES. YET MOST OF THE UNEMPLOYED, MANY WITH
FANIL!ES TO FEED AND MORTGAGES TO PAY, CeNNOf AFFORD TO FORGD
UNEMPLO*HENT INSURANCE 1@ ORBER TO GET RETRAINING. , 0UR“§OAL

~MUST BE TO DC EVERYTHING POSSIBLE TO GET PEOPLE PERMANENTLY

O
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1T 1S IMPORTANT THAT BUSINESS, LABOR AND COiGRESS WORK TOGETHER
7O DEVELOP NEW APPROACHES TO JOB TRAINING AND HELPING DISPLACED
WORKERS FIND NEW JoBS. THE ‘CoALiTiOn's TAsk FORCE ON EMPLOYMENT _
AND TRAINING RECOGNIZES THAT WE ARE BREAKING NEW GROUND WITH THE ITA A
BILL.AND OTHER INITIATIVES., WE KECOGNIZE THAT A CONSENSUS 1S NEEDED
T0* ALLOW LABOR, BUSINES® AND CONGRESS TO MOVE FORWARD WITH THESE NEW
APPROACHES. ' .
To FORGE THIS CONSENSUS, MEMBERS OF THE TASK FOKCE AND | HAVE
HELD INITIAL MEETINGS WITH BUSINESS AND LABOR TO GET THEIR SUGGESTICNS
AND VIEWS. WE LOOK FORWARD TO FUTURE MEETINGS. ' i
Ouz WITNESSES THIS MORNING WILL DISCUSS THE ISSUE OF RETRAINING:
. FROM SEVERAL PERSPECTIVES AND THE NEW APPROACHES THAT ARE RECUIRED T0
. MAKE RETRAINING AN INTEGRAL PART OF THE EFFORT TO' ACHIEVE IKDUSTRIAL
COMPETITIVENESS. :

Ms. OAkAR: So without further ado, I would like to ask Mr.
Shumway, the ranking minority member, if he has an opening
statement. . .

Mr. SHumwAY. Thank you, Madam Chairman. I would like to
join you today in welcoming the distinguished panel of witnesses
‘whose testimony, I am sure, will prove to be very helpful to the
subject of the displaced worker and our economic system and the
“appropriate role of the private and public séctors in equoigping its
citizens with the replacement skills they need to work productively
within our economy. o T '

I think we all agree there is a subject of great concern to us. We
have héd many hearings and debates in this' subcommittee and
elsewhere on the subject of competitiveness, industrial policy, and
generally the change in the work force in America today.

While we focus on thesge subjects, I think it is going to be impor-
tant for us té try to strike some balance that will keep our econom-
ic recovery alive, and yet make the most productive use of our Na-
tion’s capital and our Nation's physical industrial structure and its
work force. ,

No doubt the debate will continue as to.the Federal role in and
the most effective means by which to.encourage the physical mod-
ernization and competitiveness of our industries.

~ But I believe there is universal agreement on the need to better
educate and train the industrial work force, particularly the dis-
placed worker and the worker whose job may give way to the ad-
vances of technology. . .

However, from the profusion of proposals that have been offered
and that will continue to be suggested in this regard, the task of

. the Congress wil] be to identify those which offer real hope at an
» acceptable price of meeting identifiable needs.

L 4
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Further, it seems to me any initiatives in the areas of re-educa-
tion and retraining must out of marketplace realities involve pri-
vate sector commitment. Without industry involved in this process,
by both business and the work force, our economy cannot and will
not R: able to meet head on the forces dictated by market de-
man

Madam Chairman, I ask unamnigus consent to present my entire
statement in the record and to revise and extend my remarks.

Ms. OAkAR. Without objection. Thank you very much.

[The full text of Mr. Shumway’s opening statement follows:]

B
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Statement of tne Honorable Norman D. Shumway

July 31, 1984

Madam Chairman, Members of the Subcommittee: I would like to join

you today in welcoming our distinguished panel of witnesses whose
testimony, I am sure, will prov. to be illuminating on the subjects
of the displaced worker in ouv. :conomic system, and the appropriate
role of the private and pubiic sectors in equipping its citizens

with the replacement gkills tliey need to work productively within

our economy. I think we can all agree that this is a subject of
great concern to us. Yet, must also recognize that it is inextricably
linked to and the result of the dynamic forces which have caused our
nation's economy to develop, grow and ultimately, to change.

Members of this Subcommittee are all too aware of the current
public policy debate on U.S. industrial competitiveness, U.S.
economic policy alternatives, and on proposals for a specifically
dnfined U.S. industrial policy. While the outcome of that -debate
has not been réached, I do know that other factors, such as high
federal budget deficits, together with high interest rates, are
endanyering the future growth of this nation's economy, undermining
the ability of American industry to compete in world markets, and -
exacerbating the adjustmenz ot necessary structural changes in our
economy . _—

Having paid the prfce for wringing a stubborn inflation of 15 years
in the making out of our &conomy, we must now walk a very fine line
to sustain the ongoing economic recovery in a vigorous and stable
fashion to allow us to address our major structural problems, while
not being so bouyant.as to risk a resurgence of inflation. Perhaps
the most critical issue emerging in the context of this debate is
how our nation's economy can absorb and successfully acjust to change,
within both ouy production and human resources. We have already made
the successful transition from an economy and workforceé based on N
agriculture to an economic structure based on manufacturing. Today;
we are undergoing another structural adjustment in the composition
of American industry as U.S. investment shifts from the tradit.onal
manufacturing gectors to new types of high~technology and services
industries. This structural adjustment reflects an ongoing process
in modern market economies; that is, the need to respond to market
signals as well as to invest in areas of stable return, and to do

so in the most efficient and competitive manner. ®
The dilemma posed by -- and the cost of -~ structural adjustment of
our economic system, is the change in the job/skill mix of cur work-
force and the resuiting displacement of workers whose existing jobs
are not obsolete and whose skills are inadequate to fill new jobs
available in the market.

RIC

Aruitoxt provided by Eic:



O

12 .

o .

Sustaining a sound economic system which will continue to be compe-
titive will, in my mind, entail capital investment to modernize and
make productive not only our nation's physical industrial structure
but also its workforce. While the debate will continue as to the
federal rcle in and the most effective means by which to encourage v
the physical modernization and competitiveness of our industries,

1 believe there is universal agreement on the need to better educate
and train the industrial workforce, particularly the displaced :
worker and the worker whose job may give way to the advances of
technology. However, from :the profusion of proposals that have

been offered and that will continue to be suggested in this regard,
the task of the Congress will be to identify those which offer real
hope at an acceptable price of meeting identifiable needs. Further,
any initiatives in the area of reeducation and yetraining must, out
of marketplace realities, involve private sector commitment. With-
out industry involvement in this process ~- by both business and

the workforce -- our economy cannot ahd will not be able' td meet
head~on the forces dictated by market demands, : »

e
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Mr. CoyNE. I have no gtatement.

Ms. OAkAR. Mr. Wortley.

Mr. WorTLEY. ] have no statement at this time.
Ms. OAKAR. Mr. Torres.

Mr. Torres. No statement, Madam Chairman.
Ms. OakAR. Thank you. :
Our first witnesses are our colleagues. I am convinced that if we

&

_ are ever going to get anything done in the area of training and re-

training or new approaches, it has to be done on a bipartian basis.
‘So I am very happy to have here today Representatives' Dick

~ Durbin, Sherwood Boehlert, Nancy Johnson, and William Clinger.

If they would please come up. _
I would like to yield to Mr. Wortley.
Mr. WorTLEY. Thank you, Madam Chairman. .
I would like to welcome my very distinguished colleague, Sher-

" wood Boehlert, a gentleman with whom I share many common in

terests. We have common boundary lines. :
Sherry is a very able, articulate, creative and effective Member
of the House of Represertatives. We welcome you here this morn-
in%{z}nd look forward to your testimoni'l. i o :
. BoEHLERT. Thank you very much.
Ms. OAKAR. Thank you very much. o
_hDitc,:llcl, if you would like to begin, as the major sponsor of one of .
the bills. . ..

 STATEMENT OF HON. RICHARD J. DURBIN, A REPRESENTATIVE

IN CONGRESS FROM THE STATE OF ILLINOIS

Mr. DurBIN. Thank you very much. I want tn thank you as a col-
leaiue who has worked very hard on this concept and dutifully to
make cértain that we have increased the number of sponsors to the
point now where there are 75 cosponsors of H.R. 4832, the National
Individual Training Account Act.

I might add, as has been noted earlier, this is a true bipartisan
effort. I think that is the real strength behind-it. -

I should start any statement in relation to-the Individual Train-
ing Account by paying homage to Pat Choate, who sits beltind me,
who was the inspiration for this concept and, frankly, got me start-
ed thinking as to how we might implement it and make it a worth-
while program. .

And then, of course, I believe credit must be given to the Morth-
eagt-Midwest Coalition, wh:~h provided both resources, energy and
the kind of input that has been absolutely essential for developing
this legislation. :

What has been interesting is what might have started out as a
Midweste~n idea or an Eastern idea based on some of our -conomic
I;:‘rc}blems has now attracted cosponsorsorship from acoss the

ation. Because no matter what part of the country you n ight live
in or the state of your economy, everyone is going to fac: to some
degree this very problem and have to grapple with it. :

I want to thank you for this hearing today. I believe for man

_people it will be their first opportunity to hear about the Individ-

ual Training Account.

RirtD I § IS SRR
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I have a statement to submit for the record, and I would ‘like té’\

summarize some of the major. points this morning. -

Although we are experiencing an economic recovery: in some
parts of wne country, we are now seeing that this mass historic
shift iri the structure of our economy, and the decline of employ-
ment in basic industries such as steel, the rise of new industries,
and the movements of firms to overseas locations, the penetration
of U.S. markets by foreign companies are the most visible signs of

" these changes.

These economic shifts are irreversible. No Government policy
can spare American \vorkers and industries fror: the need to adapt
to new realities. - :

However, we can make the adaptation less painful than it is
now. Worker displacement is high in many regions of the country,
making some kind of adjustment assistance a necesgity. .-

As we look back in current-memory in this century, possibly the
most successful program which we have had in our Nation’s histo-
ry in retraining workers and preparing them for new opportunities
- was the GI bill of rights. - :

As I travel across my district, some 99 town meetings I have had, ..

and talk about the GI bill of rights,” without exception, someone

\

will nod their head in the audience, yes, they went to school be-

--cause of the GI bill of rights or their father did: ‘.

It touched so many people. in a very positive way. We have to ask
ourselves whether or not our commitment to the GI bill after
World War II is being matched today, in our commitment to train-
ing and retraining workers. L

I cannot really say there is an objective criteria that is necessari-

ly going to indicate whether we are meeting this need. But\there is

one statistic I would like to share with you.

The GI bill in 1949, the peak year of that program, called for
spending $2.7 billion—1 percent of our gross national product was
used for upgrading our work force, primarily the returning veter-
an. In 1984, we are spending, in the sum total of our training pro-
gram for people, to get them back to work, give them a chance, a
total of about $4 to $5 billion. ' \

If we were spending the same 1 {)ercent of the gross national
product that we spent on the GI bill in 1949, we would have to
spend $30 billion today. The amount of money we are sgending as a
-nation for everyone’s problems in coniparison to the GI bill is only
one-sixth or one-seventh of the commitment we made in 1949 in
relative comparison statistics. :
. Tk r~rogram, I think, is important for several reasons. I think it
is » -..

A., .. us could devise a program that would call for massive
Federal spending to meet a massive problem. But the point is with
thie deficit of $200 billion that is a waste of time.

It is not poing to be passed or enacted or signed by the President *

of either pciitical party. The Individual Training Account takes a
much different approach. .

It says that we are going to combine personal initiative and lim-
ited Government involvement, and we are going to try to bring
these two together to make a.program that is physicaily respon-
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sive. It is up to the individual employee to make-the decision to get .,
into the program. ’ o .

‘It is a personal initiative thing. But I think it is important that
we start communicating to the people who are displaced today as
well as our kids who are in high school that your education just
gio:sn’t end when you are handed that diploma and get your first
Job. - .

‘For every single one of us the needs, the skills of tomorrow are -
going to require more training. We can get that point across.;.,with
this approach, . - L .

- Second, there is limited government involvement. Much like the
" GI bill, the Federal Government has a limited role, it collects the
money. and invests it conservatively, approves the educational insti- -
tutions and makes certain there is no fraud. o :

Befond that, there is no massive Federal commitment. A very
small percentage of an employee's contributions to the ITA goes on
to help defray the administrative costs. There are a couple of other
- things important about this program but are not obvious as you
. look at it the first time. ' : :

Orie thing it is going to do is increase personal savings in this
country, because werkers are going to take moncy that they other-
wise might spend and put it into a savings capacity. :

" That creates capital growth, something our country needs a great
deal of. It will put use on the road perHaps of increasing that cap-
ital pool so that we can increase our own investment in this coun-
try and our own economic growth. ,

And finally, -I predict something else is going to happen if we
‘move toward Individual Training Account. I think we are going to
see a healthier degree of competition among educational institu-
~ tions. ’ :
In my area, we have community colleges that are excellent, pro-
prietary schools that are very good, colleges, high schools. Imagine,
if you will, 10 years from now, the Individual Training Account- is
in place, we have a pool of millions of American workers who have
$4,000 to spend on their training and retraining, and they start to
shop around. They go to the community college and sit down with
the counselor, before they sign up for the courses, and they ask a
basic question—what is your success rate, how many people like
gngself have gone through your community college and gotten a
Jo :

At that point the educational institution really has to be com:-
petitive. The people and the places that are taking peo le in and
training them for dead-end positions, things with no future, are
going to be found out. , :

Instead, we are going to have a higher degree of competition in
our society so that we will have some success, You have seen it in
your own area, I am sure, Madam Chairman, in some of the pro-
grams that have been very successful.

This competition is something we need more of, and this pro-
gram will move us in that direction. If we were smack dab in the
middle of a recession today, about 12, 13-, 14-percent national un-
employment, we would need a much larﬁer hall for this hearing,
there would be television cameras banked along one side, and

19



wan

L

o

16

pedple would be just sitting there waiting for every word from this

august panel. .

-But unfortunatel; today, in one respect, the economic recovery -

we have seen, the downturn in the unemployment rate has taken
attention away from this issue for the short term. -~ :
It is up to us in a leadership position in Congress to really look

o the long term and where we are going. You don't start putting a

r?of on your house when the rain starts to fall. You prepare ahead
of time. ' ' : '

And I think the Individual Training Account which we will dis- _

cuss today will move us in that direction.
I thank you very much for this hearing.
Ms. OAkAR. Thank you very much.
[Mr. Durbin's prepared statement follows:]
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Testimony before the Economic Stnbfiization Subcommittee

&

Richard J. burbin - July 1, 1984 -

o
3 .

1 thank t*-: members of ,the Subcommittce for the opportunity
“to testify here today on a piece f Xcgis}ation 1 have introduced
L

with my colleigue, Sherry Bochlert, and with the assistance of the

%

Northeast/Midwest Congressional Coalition. 1 helieve Yhis legisla-

v tion will go a.long way ioyard meeting the nceds of a growing

segment of our hnemploycd -- those Morké}s displaced from their

jobs bcgau§¢ of economic change. ' ) .
That bil! 1. H.R. 4832, the National Individual Training

_Account Act, which now ﬁas‘zs co-sponsors. 1t has been referred

to the Ways aﬂd Mcans Committee and to thC‘Qmp‘oymeﬁt Oppor{uhitics

Subcommittee of the Education and Labor gbmqittcc. where a ﬁearing -

.~

has been scheduled on the biil on September 18.
The strong é;onomic recovery we arc now,cxp?ricncing masks an
historic shift in the sfructure of our cconomy. Decline of employ-
ment in basic industries such as steel, the risc of new industries,
4
. “the movement of firms to overseas locations, and the penetration of
U.S. markets by foreign companies are only the most visible signs
of these changes. :
These cconomic shifts arc irreversible. .No government policy
w
can sparb Amcrican workers and industrics from the need to adapt
to new real ties. however, they can mahe that udnpti&n less pain-
~?ul than it is now. -Worker displacement is high hbpﬂny regions

of the country, making some kind of adjustment assistance a

necessity.

Aruitoxt provided by Eric
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The system we propose to address this sityation establishes
-1nd1v1dual training accounts as funds attached to speci” " workers
that can be tsed to pay for their" retraxnxng. Under this voluntary
system both workers and employers must agrec to sct up an ITA,
They each then make tax de _txble contrxhut.ons to the fund unti{
it reachés 84,000. ) ’

If workers are laid off at dny’time, cgcy can use these con;
tributions, gips accumulated interest, tc pay for retrg}ntng. Iq
doing so, they can ecqpire.new skills that will allow them to adjust
to the changing needs of the job market If they are never laid
off, they can dra; gn their contribution plus interest when they
retire, as with a; IRA. Employers are also rcfunded their‘contribu-
tions, along with accumulated interest, if workers never use their
ITA's for retreiningt

] Congress gooi a major ;tep'towarﬁ recognizing the pruoblems of
displaced°wotﬂers in passing the Job Training Partnership Act of
1982, Title 111 of that Act provtdes d{rect federal and state
-assistance for the retraining #f displaced workers.

While the JTPA is clearly a step in the right direction, an
inherent weakness in this or any other program requiring ‘direct
appropriations is the ;dequacy ot fupding.' With fcderal deficits
in the range of SZOQ billion ‘in the foresecable future, the JTPA's
Title 11l funds will be_insufficient to mccet th; nceds of all, ort ,
even a large‘share of displaced workers. To shift funde within
the total J%PA funding over to.Title 111 means taking money ausay

-
o
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from other titles which bcnefit disadvantaged workers; to get

additional appropriations in this deficit-conscious era will clearly

3

Alonz with the JTPA, thcre'havc bten many smaller, less'com;
prehensxve training ;rograms established in the private sector.
However. all of these programs together do not make up the scale
of investment if the retraining and upgradzng of our workforce re-
quired to meet the needs of dislocated wor kers.

It is worth comparing the current lcvel of federal spending

‘on training of our workforce relative to what we spent on the GI

O

ERIC
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bill in the post World War 11 years. The GI bill is widely ack-

nowledged as having contributed substént}ally to the boom in our
economxc productivity in the 1950's/nnd 1960°s, ln'1949, the peak
year of the GI bill, we spent $2:7 billion$ or one percent«of our
GNP,-on the upgrading of our workforqe. In 1984, we are spending
between $4 ahd $5 billion.: k comparable, level of investment'inA
our workforce today w0u1d require an expcnuxture,pf $30 bxllxon.

f The 'ITA system wg propose would complement tKe JTPA in pro-
v;dxng retraining for dxsplaced workers. However, one of its major’
strengths is that it is ng} reliant on .federal Eppropriations since
it is funded through employer and cmployce con&ributions.

Besides its independent source of funding, .the ITA system offers
three other major strengths It is bascd on a combination of personul
1n1tqat:ve, limited government involvement, and the individual choice

included in the time-tested GI bill approach.

- | <3
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The individual choice component of the GI bill proved to'be *
very successful when the Bill was initiated in'the years affer
wOfld War I11. The GI bili not only provided access to education and
training for millions of veterans, but it also'guve them mich free-
dﬁm in choosing the type of prOgram:they wished to participate in.
The ITA system we proposc relies on that same model of individual ' X
choice. Once a worker has set up an ITA and contributed to it for

at least a year, he or she is e]igfﬁfe to recd&ve'up to $4,000 in the

‘form of a voucher to rrceive retraining at the institution of his or

O
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her choice. * .

This ITA system based on individual choice will introduce com-
petition into the market of retraining institutions as the GI bill -
did in the general educational com@unity. This is true not only be-
cause more workers will have retra.ning funds avhilablé to ftnem, but
also because they will have contributed half the money thrchlvc€.
They are likely to make certain that the programs the) cioose to,
attend will actually prov‘de the training they need.

The government's role under an ITA system would be more liﬁited
than under previous training programs. The feae?al government would
certify training programs through accredited institutions, hold ITA
funds in a separate trust fund, and finance tax~dedqftiblc employer K
and worker contributions.

This type of government involvement is appropriaté because it
has worked before, as in the GI bill, and because a much greater role
is no longer desirable in today's deficit-conscious economy, On the

other hand, however, the federal government should play a role in

”,

24 o .




O

ERIC

Aruitoxt provided by Eic:

the retraining ;f workers, so the entire responsibility does
not fall on the priv%té sector -- Or fall through the cracks.

our. proposed ITA systcm also relies heavily on workers' per-
sonal initiative. They must ?ecxde to sdt up an ITA, to contrxbute
té it while emptoyed, and theh how to use it if they are laxd off.
However, the system also affords warkers.a great deal'of-freedom;
heginning with the decision on whether to ‘estahlish an ITA. It
alld encourages them to view retraining as a necessxty in their
fu e. )

- H

Along thh this, element of personal initiative, our proposa!

also provxdes workers thh some direction. Workevs are requxred to,/:

receive job counsellbns from upgraded state empléyment services be- -

_fore using their ITA's. This prEV:sxon will -not guarantee ‘them a

job, but it will allow them to make a far more informed choice abouvt
the type of retrainirg they shouid_seek.
1 would urge the Subcommittee to give Serious copsideration to

the Nat:ional Individual Training Account Act as an important step in

meeteng displacéd workers' needs. . .
Without the_ adjustment assistance provided in ITA's, our
economy will continue to bear the costs of long term unemployhent of,

displaced workers. The ITA sy§tem we propose would-go a long way

towar ' making tHat transition. It represents an important tool to ”

help today's workersprepare for tomorrow's jobhs. . ?'d~/

~
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Ms. OAKAR. Mr. Boehlert.

STATEMENT OF HON. SHERWOOD L. BOEHLERT, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF NEW YORK

Mr. BoEHLERT. Thank you. I would like to. thank the chairman
for holding these hearings, because I think jt is ver important we -
focus attention on the continuing problem ofinem loyment. That
is greatly needed now, in this period of boomink ‘economic recovery.

" * There is a danger that the nt flood of g economic news
" will sweep the problem of jinemployment from our minds as it has
swept it from the front page. That can’t be allowed to happen. ~

Yes, the economy is generallir healthy. The GNP is leaping
upward, inflation is fantastically low, more Americans are working
Jhan ever before in history—105 million. But we can’t rest on our
laurels when 7 percent of our citizens still can’t find work. We
can’t ignore the enormous social and' personal cost that entails.

Moreover, we cannot allow this flood of buoyant reports to ob-
scure the significant, and perhaps foreboding,” structural changes
going on beneath the surface functioning of our economy.

We have a whole new category of unemployed Americans—the
displaced workers. There may be as many as 8 million of thése
workers—people who have been laid off and are unlikely ever to

- get their jobs back because their skills have become obsolete.

Technological change in the coming years is likely only to make
the problem of displacement more prevalent. But this problem is
not insoluble, if we act now. _ : :

... We-must. act now when the economy is healthy; we musg break
the pattern of muddling along frém crisis to crisis. If we fail to act,
we will face the same crisis in 1992 that we faced in 1982. © -

The National Individual Trainirig’ Account Act of 1984, which
Congressman Durbin and I introduced in February, is designed to
prevent that. It attacks the problem of displaced workers head-on. .

It does not try to prevent or even to slow economic change. In-
stead, HR. 4832 sets up a coherent, forward-looking policy to
engure that workers will ge able to cope with whatever change the
future brings. : .

And our bill would accomplish that by promoting, not stifling, in-
dividual initiative and private sector inyolvement in job training.
In addition to its more tangible benefits, our Individual Training

- Account proposal should-create a new psychology, an atmosphere

in which employers and employees will be aware of the rapid pace

of economic ¢hange and the need to be looking forward constantly .

to remain productive. ,

The Individual Training Account bill is .based on a single, basic
concept: training is the key to keeping our economy healthy in the
future. The bill then builds on that idea by creating tax incentives
to promote training.

The foundation and details of this bill were not developed in a
haphazard fashion. The bill is the product of hearings the North-
east-Midwest Congressional Coalitiof Task Force on Employment
and Training, which Congresswoman Oakar and I chair, held
around the country. . -
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Those hearings convinced us that Individual Training Accounts
are not just a novel, abstract concept, but would make a real differ-
ence in the future of our economy and in the future of individual
workers. - ' ) o

I can se¢ thd&t in my own congtessiongl district. I received a
letter recently from a woman in Cortland County in my district,

" whose husband had been laid off from his job as a machinist from
Smith-Corona. The company has laid off hundreds of ‘workers and
has closed a plant because of foreign competition, changing tech-
nology and changing consumer tastes. T '

The woman wrote; _ _

Fortunately, he was able to find new work. However, his salary is about CO per-
cent :tl‘ahi:ﬁi:wome at SCM and the company he now works for has a history of fre-

« quen ,

.q A retriining fund would have allowed him the opportunity to change fields, thus -.

increasing his employment security. Currently, there is not enough money left in
our budget to allow -him to utilize any of the retraining programs locally available.

That is the end of her story. But it is a story repeated tens of
thousands of times across this country. * S

This man’s story is hardly unique—in my District or in the
Nation at large. And it will have an ever more familiar ring in the
years ahead. -

I hope today'’s hearing will lead the committee to the same con-
clusion that I and the 74 other cosponsors of H.R. 4832 have ar-
rived at: that we can stave off a growing problem and help Ameri- .
can workers by allowing them to open Individua. Training Ac-
counts. : .

I might say I have tested this idea in the market place. I have
tlailked to some of my employers, I+have outlined the concept to
them.

They like it. They are in the marketplace. I think they are will-
ing to buy. Let's give them the product they can buy.

. Thank you for giving me this opportunity.
« Ms. OAkaR. Thantk you very much.
[Mr. Boehlert's prepared statement follows:]

-
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TESTIMONY

Congressman Sherwood Boehlert
: to the
House Subcommittee on Economic Stabilization
- 7 July 31, 1984

I'd 1ike to thank the Committee f;r holding this hearing
and for inviting me to testify.

This hearing should serve at least one essential function:
. it should focu& attention on the continuing problem of
) unemploymené. That is greatly needed now, in this period of
booming economic recovery-. _ '

Tﬁere is a danger that the recent f£lood of good economic
news will sweep the'problem of uneméloymcnt fr;m our minds
as it has swept it from the front page. That can't be allowed
to happen.

Yes, the economy is generally healthy, The GNP is leaving
uﬁward, inflation is fantastically low, more Americans are
worging than ever before in history. But we can't rest on our
lau;;ls when 7 percert. of our citizens ’tilx,can't find work.
We can't ignore the enormous social and personal cost that
entails, \

Moreover, we cannot allow this flood of buoyant reports
to obscure the significaﬁi, and perhaps foreboding, structural
changes going on beneath the surface functioning of our economy .

We have a whole aew category of unemployed Americans--
the displaced workzcs, The;e may be as many as 3 million of
these workers--people who have been laid off and are unlikely

ever to get their jobs back because their skills have become

-obsolete.
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Technological change in the coming.yea§| is lfﬁely only-
to make the broblcm of displacement more prevalent. ‘But this
problem is not insoluble, if we act now.-

We must act now when the econoﬁy ;I healthy; we must
break the pattern of muddling alonq-from crisin.to crisis.

If we fail to act, we will face the same crisis in 1992 that.

we faced in 1982.

‘ The National Individual Training account Act of 1984, which
‘Congressman Durbin and I introduced in February, is designed

to prevent that. It attacks the problem of displaced workers
head-on. It does not try to prevent or even to sldu economic
change. Instead, HR 4832 sets up a coh;rent, forwafd-looking
policy to ensuve that workers will be able to coy.® with
whatever change the future brings..

And our biil would accomyliih that py prombting, not
stifling, 1nd1v1duai initiative and priv;te sector involvement
in job training. 1In a;dition to its moxe tangible benefits,
6ur ITA proposal should create a new psychology, an atmosphere
in which employers and employees will be aware of the rapid
pace of economic change and the need to be luoking forward
constantly to remain productive.

The ITA bill is based on a single, basic concept: training
is the key to Keeping our economy healthy in the future. The
bill then builds on that idea by creating tax incentives to

promote training.
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:

The foundation and details of this bill were not developed

in a haphazard fashion. The bill is the product of hcaiingt

the Northeast-nidwest COngrottional Coalition Task Force on
Employment and Training, which Conqrettwoman Oakar and I chair,
held around the country. '

Thosc hearings convinced us that ITA- aro not juut a’

novel, abstract concept butovouldcpako a real difference in

the tuturo of our economy and in the future of 1nd1v1dua1 .

'wprkern.

I can see that in my own Canreésional District. I
received a letter ricontly from a woman in Cortland County
in my District, whose husband had heen laid off from his 3ob
as a machiniat from Smith-Corona. 'The company has laid off
hundreds of workirl and has c%ouod a plant bhecause of foreign
qmeetition, ch&nging technology and cha;glng consumer tastes,

T:.2» woman wrote, "Fortunately, he was able to £ind 'new

“ work. However, his salary is about 60 percent of his-income

at- SCM and the company he now works for has a history-of
frequent layoffs. A retraining fund would have allowed him

tho opportunity to change fidl}ds, thus increasing his cmploymdﬁt
tecurity. Currontly, there is rot enough money lott in our
budget to allow him to utilize any of the retraining programs
lucally available."” .

’ This man's story is hardly unique~-in my.bintrict or in
the nation at large. APd it viil have an ever more familiar
ring in the years ahead: .

I hope today's hoaging will lead the Committee to the
same conclusion that I and the 73 othér co-upontorl of HR 4832
have arrivod ai:  that we can stave off a growing problem
and help American workerncgy allowing them to open
Individual Training Accounts. .

Thank you for giving me this opportunity to speak.
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Ms. Oakar. I do want to add that a number of us are sup ‘to
be in two different places at the same time. There is a housing
meeting, too, going on. That is why several of my colleagues have

‘ to#ave to go there. They will come back.
- Nancy. =

STATEMENT OF HON. NANCY L. JOHNSON, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF CONNECTICUT

Mrs. JounsoN. Thank you very much, Madam Chairwoman, and
thank you very much for convening this hearing. It is a very im-

rtant subject, and I think that the work you have done and .he
eadership that you, the Northeast-Midwest Coalition, my col-
leagues Dick and She and my colleafgue Bill Clinger have
shown, is the kind of leadership we need if the Nation is going to
meet the challenge you have all described so vividly. :

I am going to move along and skip the introductory parts of my

- statement except to acknowledge that Bill is chairman of the
House Wednesday Group, and in that capacity directed a veg im-

portant study. I do want to commend the House Wednesday Group
on this study entitled “Hurnan Capital and National Economic De-
velopment.” That study does recognize the creative and very
thoughtful work of Pat Choate, which Dick Durbin recognized and
I, too. would like to recognize. o

I think it is the quality of Pat’s kind of thinking and those. of
others in the private sector that enables government to react with
greater relevance and initiative. ' :

~. In my estimation, what is needed for today’s workers in addition
to programs that address the specific needs of special groups is a
simple, broad-based, ongoing system that will assure investment in
training, similar to the investment that we stimulate, reward and
assure in capital, equipment, space, as well as research and devel-
opment. In addition, we need a system that will ensure individually
initiated training efforts as a hedge against prolonged unemploy-
ment. - ' .

The job training mechanisms we support and adopt today must,
in the years ahead, be programs that anticipate changes, respond
quickly to them, and afford the most relevant training to the
broéadest possible segment of our population at the least possible
cost. ‘.

With that criteria in mind I have developed, in cooperation with
Bill Clinger, the National Training Incentives Act It is designed to
achieve these objectives.

This legislation would stimulate new incentives for private sector
skills training through a 25-percent tax credit that would be ap-
plied to employer-paid training expenditures above the company's
average training expenditures of the last 5 years.

This training tax credit could be applied to any employer-run on-
the-job or classroom training program, any State or federally regis-
tered apprenticeship program, any cooperative education or any
other program approved by the Secretary of Labor.

This tax credit is much like the existing 25-percent credit for re-
search and development expenditures, and like the R&D credit, in-
cludes appropriate carry-back and carry-forward provisions for the
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benefit of unprofitable firms-and new companies. I think these pro-
visions are particularly crucial in assisting new companies.
~ The potential benefits of this tax credit cannot be ignored. First,
while this tax credit would result in some lost revenue, it is the
most efficient mechanism for leveraging job training opportunities.

For every dollar in lost Federal revenue, this credit‘would gener-
ate $4 in private sector training. Further, while our Nation com--
mits nearly $50 billion each year in tax incentives for plant and
equipment modernization and research, less than $1 billion is avail-

able in incentives for worker training—the human capital invest-

ment that is often overlooked. _

we now have an industrial policy, to use a very popular
phrase, that clearly biases investment toward plant, equipment, re-
search and development, and almost totally ignores the important
investment in human capital which is so essential to our competi-
tive position in the future, domestically and internationally. '

Second, this training would be broad-based and ongoing, uccur-
ring without specific g'early authorizations or appropriations. This
type of training would be for the most part on-the-job training per-
formed by or paid for by private industry, ensuring that the train-
ing is conducted by those best equipped to do so and paid for by
those who stand to benefit. \ :

I have talked with many companies throughout my district. One
- of the important aspects of the proposal that I am making is that
my little companies out in the middle of nowhere can benefit from
it just as much as the larger firms, such as the Stanley Works and
United Technologies. -

I think that flexibility is very important. Our legislation puts the
training dollars precisely at the curve of economic growth and
change. It is at the crest of that curve where change is actually
happening, where jobs and job potential exists, that our training
dollars will be placed.

Fourth, decisions to train workers would be made in response to
changing economic conditions or market forces, so that training is
proactive, equipping workers with skills needed for the future.

Would a tax credit yield more training? According to a 1983 Na-
tional Science Foundation report on the R&D credit, “The tax
credit has encouraged firms to maintain growth in R&D spending
despite the recession.” So this type of incentive has worked in an
area where we have tried it recently.

The tax credit approach is clearly enormously groductive for
plant and equipment and space, ard I think it is igh time this
Nation adopted this kind of very broad-based initiative to comple-
ment and support other programs we adopt to either address group
needs or stimulate individual initiatives.

The second portion of our legislation is designed to stimulate in-
dividually initiated training opportunities, and would allow the un-
employed or those facing layoff to withdraw without penalty or
taxation up to $4,000 to pay for their retraining. -

This lprovision is designed to assist displaced workers and those
who believe they will need new sgkills to secure new employment.
This concept is similar to the Individual Training Account, a bill I
am also a cosponsor of.
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It uses the existing IRA mechanism, and is in a sense a simpler-

approach. .

It does not require a company to contribute as does the Individ-
-ual Training Account legislation. One of the problems I face in my
district is that many of the companies where people are going to
need retraining are bearing companies, machine tool companies,
aind they are in no position to contribute on behalf of their own em-
ployees, ' :

* So that tandem relationship doesn’t have a'r'xy' potential for them.

Our bill would allow people to withdraw funds from their IRA’s

and get the same benefit and create the same ongoing futuristic at- -
titude towards training, education, and investment that we so des-

parately need to generate. -

I think it is important to note that the 1988 figures on IRA in-

vestment show that one-half of those starting IRA’s made incomes .
under $25,000. If you assume that people making under $15,000 are

 not investing.in IRA’s, half the people investing in IRA’s are
making between $15,000 and $25,000. : ' _

Those are a lot of the people that we really want to get at. This
“provision enables them' to have an individual _incentive, combined
with a 25-percent employer tax credit, which would open many op-
portunities and provide a coordinated and, I think, comprehensive
approach that would be very useful for our socie

ty.
The significance of IRA’s for the next decade dyoes lie, as my col-

leagues have described, in addressing what is a fundamental need
in our society, and that is to provide greater stimulus and reward

for individuals to look toward the future, to initiate skill change
and development in their own lives, through both_education, train- -

ing, and retraining. _

The National Training Incentives Act neither proposes nor re-
quires any new complex delivery mechanism, nor does .it contem-
plate any administrative expenses or coordination among Federal,
"State, and local government. Instead, it puts in place both individ-
ual and employer incentives that are used only when it is in the
interest of workers and employers to seek training. :

Supporters of this bill realize that it will not help everyone. In
fact, this legislation is likely to be one of several components in a
national training policy and system that will be needed to meet the
training challenges of the next decade. .

Programs such as the Job Training Partnership Act must be sus-
tained, strengthened, and evaluated in light of the last year's expe-
rience with this new program and must be a part of a comprehen-
sive national trcining policy.

I would like to conclude my statement, again, Congresswoman
Oakar, by recognizing your leadership and that of the Northeast-
 Midwest Coalition represented by my colleagues here, and I think
together that we ought to be able in a timely fashion to develop the
kind of broad-based and compelling, progressive, effective training
initiatives that this Nation at the current time lacks and so desper-
ately needs.

Ms. OAkAR. Thank you very much.

[Mrs. Johnson's prepared statement follows:]
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STATEME@TVOF NANCY ‘L. JOHNSON

MADAM CHAIRWOMAN, I-AM PLEASED TO BE A PART OF THIS HEARING

TODAY AND WANT TO COMMEND YOU FOR DIRECTING THE ATTENTION OF THE
" SUBCOMMITTEE TO THE ISSUES OF JOB DISPLACEHENT AND RETRAINING,
THFSE ISSUES ARE NOT JUST MATTERS OF WHETHER OR NOT PEOPLE CAN FIND
JoBS OR AVOID BEING LAiD OFF, IN ADDITION TO THEIR SbCIAL-IMPORT-
ANCE, THEY ARE MATTERS WHICH IMPACT OUR NATION'S ECONOMIC PERFOR-

“ MANCE ANC' “ORLDWIDE COMPETITIVE POSITI‘ IN FAC’I‘ TIBE DEGREE OF
PROSPERITY W ATTAIN IN THE YEARS AHEAD WILL DEPEND IN LARGE PART
ON HOW HIGHLY SKILLED OUR WORKERS ARE AND HOW QUICKLY THEY CAN ADAPT

TO, CHANGE, ‘

I ALSO WANT TO COMMEND MY COLLEAGUES, DICK DURBIN AND SHELLY
BOEHLERT, AND THE NORTHEAST-MIDWEST CONGRESSIONAL COALITION, FOR
THEIR LEADERSHIP ON LEGISLATION TO ADDRESS THE RETRAINING NEEDS GF
OUR NATION, I AM AN ORIGINAL COSPONSOR OF THEIR BILL, THE INDIVI-
DUAL TRAINING ACCOUNT ACT, AND WILL ACTIVELY SUPPORT ITS CONSIDERA-
TION IN THE MONTHS AHEAD,

uy FRIé&D AND COLLEAGUE, BILL CLINCER, WILL JOIN US LATER THIS
MORNING TO OFFER HIS VIEWS ON THE LEGISLATION WE ARE DISCUSSING TO-
DAY, IT WAS UNDER MR. CLINGER'S LEADERSHIP. AS CHAIRMAN OF THE HOUSE
WEDNESDAY GROUP, THAT SOME OF THE IDEAS TO BE DISCUSSED TODAY EMERGED
IN A WEDNESDAY GROUP SPECIAL REPORT ON AMERICA'S "HUMAN CAPITAL."

K

IT IS ONLY APPROPRIATE, THEN, THAT CONGRESSMAN CLINGER AND I
COME TO YOU TODAY TO TALK ABOUT HUMAN CAPITAL; ABOUT INVESTING IN
AMERICAN WORKERS AND CULTIVATING THEIR SKILLS. TODAY WE ASK YOU TO

KEEP IN MIND THE CONCEPT OF HUMAN CAPITAL AS WE PRESENT TO YOU A PRO-
I
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. POSAL CONGRESSMAN CLINGER AND I HAVE INTRODUCED AS THE NATIONAL
TRAINING INCENTIVES ACT.

__ OUR NATION'S HUMAN CAPITAL HAS BEEN TINKERED WITH OVER TIME
BY AN ARRAY OF GOVERNMENT JOB TRAINING PROGRAMS. -BUT WE ARE STILL
| SEEKING SOLUTIONS TODAY TO THE DISPLACED WORKER PROBLEM BECAUSE THE
PROGRAMS® WE HAVE ENACTED DO NOT RESEUND TO RAPID CHANGE AND DO NOT -

REACH LARGE NUMBERS. -IN ADDITION, PROGRAMS SUCH AS THE JOB TRAINING .

PAR’PNERSHI)P ACT, HOWEVER USEFU‘L. REQUIRE ANNUAL AUTHORIZATIONS
AND APPROPRIATIONS BY CONGRESS. AMERICAN WORKERS CERTA{NLY DESFRVB
HORE THAN THIS STOP- AND-GO APPROACH. : / ’

MANY- AHERICANS 'I‘ODAY FACE THE 'ANGUISHING POSSIBII/ITY THAT THEIR
SKILLS WILL BECOME OBSOLETE AND THAT PROLONGED MID-L UNBHPLOYHENT
HILL DESTROY THEIR HOPES FOR THE FUTURE. ALTHOUGH A/STRONGER ECON-

. OMY IS PROVIDING MILLIONS OF NEW JOBS, MANY HORK/ERS REMAIN DISPLACED
FROM THEIR OLD JOBS BECAUSE THEY POSSESS SKILLS; NO NGBR IN DEMAND.

MANY PEOPLE IN TOWNS LIKE NEW BRITAIN, snzsrq{ AND TORRINGTON,
CONNECTICUT -- TOWNS THAT I REPRESENT -- nzscovanﬁn DURING THE LAST
RECESSION THAT SHIFTS IN THE ECONOMY CAN MEAN méon SUFFERING AND
" IN SOME CASES A SIGNIFICANT REDIRECTION OF uirz#m.z AND OCCUPATION.
I AM SURE THAT MEMBERS OF THE SUBCOMMITTEE HAVE WITNESSED THESE CON-
DITIONS IN THE TOWNS THEY REPRESENT AS mx..'.'_// ' ’

-

WHAT IS NEEDED FOR TODAY'S WORKERS IS NOT THE PATCHWORK, ON-AND-
OFF PROGRAMS OF THE PAST, BUT A SIMPLE, ON-GOING SYSTEM THAT WILL
ASSURE INVESTMENT IN TRAINING, COUPLED WITH A SAVINGS PLAN THAT CAN
_BE USED FOR INDIVIDUALLY-INITIATED RETRAINING AS A HEDGE AGAINST PRO-
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LORGED UNEMPLOYMENT, 1IN ADDITION THE JOB TRAINING MECHANISMS WE
SUPPORT TODAY AND IN THE YEARS AHEAD MUST BE PROGRAHS THAT ANTICI-
PATE "HkNGES RESPOND QUICKLY TO THEH AND AFFORD THE MOST RELEVANT

- TRAINING TO TH\\“RORDEST”PUSSTQLE SEGMENT OF OUR POPULATION AT THE

LEAST POSSIBLE COST,

. THE NATIONAL TRAINING INCENTIVES ACT IS DESIGNED TO ACHIEVE
THESE OBJECTIVES, 2 C .

v

THIS LEGISLATION WOULD STIMULATE NEW INCENTIVES FOﬁ PRIVATE

SECTOR SKILLS TRAINING THROUGH A 25% TAX.CREDIT THAT WOULD BE ‘AP-
. PR » :

PLIED TO ANY- EMPLOYER-PAID TRAINING EXPENSES ABOVE THE COMPANY'S

IAVERAGE TRAINING EXPENDITURES OF THE LAST FIVE YEARS, THIS TRAINING

TAX CREDIT COULD BE APPLIED TO ANY EMPLOYER-RUN ON~THE-JOB OR CLASS-
ROOM TRAINING PROGRAM, AKY STATE OR FEDERALLY REGISTERED APPRENTICE-
SHIP PROGRAM, ANY COOPERATIVE EDUCATION, OR ANY OTHER PROGRAM APPROVED
BY THE SECRETARY OF LABOR, THIS TAX CREDIT 1S MUCH LIKE THE EXIST-
ING 25% CREDIT FOR RESEARCH AND DEVELOPMENT EXPENDITURES, AND, LIKE
THE R&D CREDIT, INCLUDES APPROPRIATE CARRYBACK AND CARRYFORWARD PRO-
VISIONS FCR THE BENEFIT, OF UNPROFITABLE FIRMS AND NEW COMPANIES.

3

. THE POTENTIAL BENEFITS OF THIS TAX CREDIT CANNOT BE IGNORED,
FIRST. WHILE THIS TAX.CREDIT WOULD RESULT IN SOME LOST REVENUE, IT
15 THE MOST EFFICIENT MECHANISM FOR LEVERAGING JOB TRAINING OPPOR-
TUNITIES, FOR EVERY DOLLAR IN LOST FEDERAL REVENUE, THIS CREDIT
WOULD GENERATE FOUR DOLLARS IN PRIVATE SECTOR TRAIﬁING. FURTHER,
WHILE OUR NATION COMMITS NEARLY $50 BILLION EACH YEAR IN TAX INCEN-
TIVéS FOR PLANT AND EQUIPMENT MODERNIZATION XD RESEA‘CH, LESS THAN
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$1 BILLION IS AVAILABLE IN INCENTIVES FOR WORKER TRAINING -- THE

" HUMAN CAPITAL, INVESTMENT THAT 1S OFTEN OVERLOOKED. -
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SECOND, THIS TRAYNING WOULD BE BROAD-BASED AND ON-GOING, OC-

CURRING WITHOUT SPECIFIC YEARLY AUTHORIZATIONS 'OR APPROPRIATIONS.
THIRD. THIS TYPE OF TRAINING WOULD BE FOR THE MOST PART ON- THE-JOB

TRAINING PERFORMED BY OR PAID FOR BY PRIVATE INDUSTRY BVSURING THAT
THE TRAINING IS CONDUCTED BY- THOSE BEST BQUI}PBD TO DO SO AND PAID

i . ~FOR BY THOSE WHO STAND TO BENEFIT.

FOURTH, DECISIONS TO TRAIN WORKERS WOULD BE MADE IN RESPONSE
TO CHANGING ECONOMIC CONDITIONS OR MARKET FORCES, SO THAT TRAINING
1S PROACTIVE, EQUIFPING WORKERS WITH SKILLS NEEDED FOR THE FUTURE.
'FINALLY, AS WORKERS ARE TRAINED BY THEIR EMPLOYERS THEY WILL ACQUIRE
ADVANCED SKILLS, CARRYING THESE SKILLS FROM ONE JOB TO THE NEXT AND
THEREBY BECOMING LESS LIKELY TO EXPERIENCE FUTURE' UNEMPLOYMENT.

WOULD A TAX CREDIT YIELD MORE TRAINING? ACCORDING TO A 1983
NATIONAL SCIENCE . FOUNDATION REPORT ON THE R&D CREDIT, “THE TAX CREDIT
~ HAS ENCOURAGED FIRMS TO MAINTAIN GROWTH IN R&D SPENDING DESPITE THE

RECESSION,"

TO ENHANCE TRAINING OPPORTUNITIES FOR THE UNEMPLOYED, THE
NATIONAL TRAINING INCENTIVES ACT WOULD PERMIT UNEMPLOYED INDIVIDUALS

OR THOSE FACING LAYOFF TO WITHDRAW, WITHOUT INTEREST PENALTY OR TAX-

ATION, UP TO $4,000 TO PAY FOR RETRAINING.

THIS PROVISION 1S DESIGNED

TO ASSIST DISPLACElL WORKERS AND THOSE INDIVIDUALS WHO BELIEVE THEY

WILL NEED NEW SKILLS TO SECURE EMPLOYMENT.
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“THE FIRST REACTION OF MANY TO'THIS'PARTICULAR Paov;sxou.xs
THAT ONLY THE RICH HAVE IRAs AND THEREFORE ONLY THE RICH WILL BE
AFFECTED BY THIS. CHANGE, WHO WOULD NOT NEED TO TAKE ADVANTAGE OF

- IT ANYWAY. BUT IRS DAYA SHOW THAT, OF THE 12 MILLION HOUSEHOLDS
WHO CURRENTLY HOLD IRAs, OVER 5 MILLION EARN ANNUAL HOUSEHOLD IN-
COMES UNDER $30,000, AND OVER 8 MILLION EARN ANNUAL HOUSEHOLD IN-

' COMES OF BETWEEN $15,000 and $50,000, THIS RANGE OF INCOME IS CLEAR-
LY WITHIN THE EARNINGS OF AN AVERAGE AMERICAN FAMILY, AND COULD -
EASILY REPRESENT VIRTUALLY ANY OCCUPATION, INCLUDING AUTO ASSEMBLY
WORKERS, STEELWORKERS, AND OTHER INDIVIDUALS EMPLOYED IN MANUFACTUR~
ING AND SERVICES. ' _ .

OTHERS 'MAINTAIN THAT THIS PROVISION WOULD VIOLATE THE INTENT

OF CONGRESS IN ESTABLISHING IRAs FOR RETIREMENT ONLY: THAT PERMITTING
. WITHDRAWALS FROM IRAs FOR RETRAINING WOULD OPEN THEM UP FOR OTHER

PURPOSES. BUT THIS VIEW IGNORES THE FACT THAT IN MANY CASES A SEC-

URE RETIREMENT WILL DEPEND NOT SO MUCH ON AN IRA BUT ON AN UNINTER-

RUPTED AND LENGTHY PERIOD OF GAINFUL EMPLOYMENT. RETRAINING IS TODAY

AND WILL LIKELY BE IN THE FUTURE CRUCIAL TO SUSTAINING EMPLOYMENT

AND REALIZING THE TYPE OF RETIREMENT THAT MANY AMERICANS DESIRE.

v

THE SIGNIFICANCE OF IRAs FOR THE NEXT DECADE LIES IN THEIR
ABILITY TO STIMULATE GREATER INDIVIDUAL INITIATIVE IN PROVIDING FOR
" ONE'S OWN FINANCIAL SECURITY,

THE NATIONAL TRAINING INCENT&VES ACT NEITHER PROPOSES NOR RE-
QUIRES ANY NEW COMPLEX DELIVERY MECHANISM, NOR DOES IT CONTEMPLATE
ANY ADMINISTRATIVE EXPENSES OR COORDINATION AMONG FEDERAL, STATE, .
AND LOCAL GOVERNMENT, INSTEAD,. IT PUTS IN PLACE BOTH INDIVIDUAL-

\
\
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, AND EMPLOYER INCENTIVES THAT ARE USED ONLY WHEN IT IS IN THE IN-
TEREST OF WORKERS AND EMPLOYERS TO SEEK RETRAINING. ' ' T~

‘\SUPPORTERS OF THIS BILL REALIZE THAT IT WILL NOT HELP EVERYONE. .
IN FACT, TH;IS LEGIS‘LATION IS LIKELY TO BE JPST ONE OF THE SEYERA!; :
COMPONENTS OF OUR NATIONAL TRAINING SYSTEM THAT WILL BE NEEDED T0
~ MEET THE JOB TRAINING CHALLENGES OF THE NEXT DECADE. PROGRAMS SUCH
. AS THE JOB TRAINING PARTNERSHIP ACT MUST BE SUSTAINE.D AND STRE}IJGTHENED.
AND WE MUST éOﬂSTANTLY BE SEARCHING FOR NEW WAYS TO ENHANCE TRAIN-
ING- AND EMPLOYMENT OPPORTUNI'.I‘IES IN THE DECADE OF CHANGE THAT LIES
AHEAD. . . .

I WOULD LIKE TO ENB MY STATEMENT BY SALUTING THE CHAIR, CON-
GRESSWOMAN OAKAR, AND THE MEMBERS OF THE SUBCOMMIITEE FOR BRINGING
" THESE ISSUES TO PUBLIC ATTENTION TODAY. CONGRESSMAN CLINGER AND 1
' LOOK FORWARD TO WORKING WITH YOU ON ANY FUTURE CONSIDERATION OF THIS
BILL. *

Ms. OAkAR. Bill.

STATEMENT OF HON. WILLIAM F. CLINGER, JR., A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF PENNSYLVANIA .

Mr. CLiNGER. Thank you, Mr. Chairman. _

I have a prepared-statement. I will just summarize briefly. 1
think my colleague, Mrs. Johnson, has vé:y thoroughly covered the
principal components of H.R. 5169. But I might just make a couple
of additional comments.’ S ' .

I would also like to second thé motion of every member up here
of our indebtedness to Pat Choate, who worked on a special rego‘ rt
on human capital for the House Wednesday Group, released in
July 1988, with 21 members of our group as sponsors. - '

- t really was the genesis for the effort that Nancy Johnson
_ headed to work on this bill. I also would commend my colleagues,
Sherry Boehlert and Dick Durbin for the very thoughtful leader-
ship they are providing, and particularly you, Madam Chairman,
for calling this hearing. | ) '

I think ‘this is an issue which we all needs to be concen-

. trated on, needs to be given focus, and as Dick Durbin said, the im-
perative may not be as great at the moment, but it is going to be.

For example, in the 1980’s, the workforce growth rate will be
only half as much-as in the last decade. As a result, today’s work-
ers will constitute over 90 percent of the labor force in 1990, v

* And also, by 1990, over mlf of all U.S. workers will be between -
the ages of 24 and 44, which are the most productive years for '
workers. This represents a major opr'ortﬁnity to increase egroductiv-
ity if these workers can tze adequately trained or retrained.

1]

\‘ v ‘ ’ 39




e

®/

s T

36

Briefly, H.R: 5159 is a demand-driven, market-based approach
which puts. into place Government incentives that are tr;ggered
on(l{v when businesses and workers decide for themselves to fi
additional skills training. . :

The first prong of the legislation allows displaced workers to fi-
nae retraining with money withdrawn, without penalty, from
their IRA or annuity accounts. This approach does not call for

ct Federal outlays of money, but rather ties into an existing fi-

dir

nance s{stem which at the end of 1982 reached over 12 million
olds, many of which are supported ‘by ‘individuals with

_annual incomes under $30,000. X : o

househ

The second prong of the legislation is a tax cred’t to businesses
which invest in worker retraining. The training credit would be
sinmilar to the existingg R&D tax credit, and would permit business-
es to deduct from their tax liability 25 percent of training costs

- above the company’s average tra:i ing costs of the previous 5 years.

So, this is an incentive for additional training, not a reward for
what companies have done historically. . o
This approach recognizes the importarce of investing in worker

retraining similar to the importance of investing in R&D and plant

and equipment.

'Moreover, the 1x credit will not reward current retraining, but '

will reward retfraining over and above a 5-year average, and could
be used by small businesses or unprofitable firms. because of its

. carry-forward and carry-back provisions. ‘ :

Let me also/mention that this bill provides that the participation
of displaced workers in an eligible training program will net dis-

ualify these workers ~m.unemployment compensation to which

they gtre otherwise enti. od. y .

At the present time, only 13 Stutes permit a worker to be in-
volved in retraining and still draw unemployment compensation.

Ms. Oakar: That is really an important point..We Jjust do all the
opposite things. We penalize p¢ sple for getting training while they
are unemployed in certain States. It is ve.y importaiit.

Mr. CuiNGER. I think there is a need to provide the incentive to
start the retraining immediately, rather than wait'until the end of
the time and then seek retraining. * .o

I think it will accelerate the w%xole process of getting people back
into economically produgtive roles. T ‘ ‘

Let me emphasize that this bill is fiot intended il any way to re-
Elace JTPA or other efforts of Congress to adsist the disadvantaged,

ut rather supplements these effor : "

What are the significant ifferits of H.R. 5159? First, business and
workers finance their ewn retraining, resulting in greater gonttols
Qn-both the appropriateness and quality’ of the training.

Second, our proposal is flexible because its incentives are not
linked to the vic:ssitudes o(lthe congressional budgeting process.

Last, these incentives will have no cost to the Federal Treasury

“unless businesses and workers themselves decide to gpend more

money on retraining, thereby trfggering the legislation’s tax incen-
tives. :

Before I cdnclude, let me offer a few words about the individual-
" training account legislation, sponsoredt by my colleagues from Iili-

nois and New York, Mr. Durbin and Mr. Boehlert, and developed
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by my good friend and former colleague at the Economic Develop-
ment Administration, Pat Choate.

As you may or may not know, the House Wednesday Group and
the Northeast-Midwest Coalition worked jointly for some time on
worker retraifting legislation. As -you can see, the resulting efforts
are somewhat different. I think it important to share with the com-.
mittee the reasons we abandoned the mdmdual training account
approach. '

The key issue is whether the ITA will be voluntary or mandato-
ry. A voluntary approach may not cost the Federal Government

"._very much, but will workers and employers, as required by the ITA

apprq’ach participate in sufficient numbers to ensure a viable pro-

gram?

-] think not. Saving money for retraining, it seems to me, simply
will not have a high enough priority when people decide how to al-

locate their discretionary income.

That leaves the mandatory approach, which would guarantee
' pallitxcxpatxon, but would requn'e a new and expensive Federal pay-
roll tax

So the problem, as I see 1t is that a voluntary ITA probably
won't work, and Congress and the American people are not likely
to support the mandatory approach. The ITA is a’'good idea and
well-intentioned, but I don’t see h6éw 2 get around these realities.
~ Further, although H.R. 4832 is described as wholly voluntary,
employers who do not participate would continue to be subject to a
$14 per employee surcharge to the Federal Unemployment Tax.

Employers would also be subject to a tax penalty of $378 per em-
ployee if their States failed to participate in the program. :

While both bills have the same objective, and both bills should
receive further consideration by this and other committees, I
~ strongly believe that the National Training Incentives Act provides

the proper incentive for employees and employers to meet our Na-

tion’s retraining needs. H.R. 5159 is not a panacea for the problems
faced by displaced workers, but its enactment would be an impor-
tant first step.

Again, I appreciate the opportunity to testify on this legislation,
and look forward to working with the committee as it contmues to
explore appropriate Federal policy.

[Mr. Clinger’s prepared statement follows:]
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STATEMENT OF WILLIAM F, CLINGER, JR.

Madam Chairperson, thank you for allowing me to proceed out of order.
I will iimit my remarks to a few brief observations on H.R, 61589, which I

am pleased to report has a bipartisan co-sponsorship 1ist of 36 members.

I would 1ike to compliment you and the Schommittee for scheduling this
hearing today on worker retraining, an issue I am sure we wdu!d all agree is ;f
vital importance to our natio?. T would also-like to compliment Dick Durbin and
Shelly Boehlert, and my Wednesday Group colleague, Nancyweohnson. for their

important work and leadership on this issue.’

As you may know, many of the provisions of H.R. 5159 were .orginally
developed in'a Special Report on Human Capital which was authored by Or. Pat

Choate anc released by the House Wednesday Group in July 1983, uiih 21 members

of the Wednesday Group as sponsors.

We are all aware of the need for legislation in this area. In the 1980s
the work force growth raté will be only half as much as it was in the last
decade. As a result, today's workers will constitute over 90% of the labor
force in 1990. ATso by 1990, over half of all U.S. workers will be petween the
ages of 24 and 44 -- the most proddctive yeir: for workers. This represents a
major opportunity to increase productivity if the}e workers can be adequately

trained or retrained. \

8riefly, H.R. 5159 is a demand driven, market-based approach, which puts
tnto place government incentives that are triggered only when businesses and
workers decide for themselves to finance additional skills training. It builds
upon existing systems and resources and 1inks business, government, and individual

workers to maximize our human capital investments.
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The first prong of the legislation allows displaced workers to finance
retrainié; with money withdrawn, without penalty, from their IRA or annuity
accounts. This approach does not call for direct federal outlays of money, but
rather ties into an cxist{ng finance system which at the end of 1982 reached over
12 mi1lion households. many of which are supported by 1ndiv1duals with annual

incomes under $30,000.

The second prong of the legislation is a tax credit to businesses which
invest in worker retraining. The training credit'iould be similar to the
existing R&D tax credit, and would permit businesses to deduct from their tax
11ability 25% of training costs above the company's average training costs of

the previous five years.

This approach recogni;és the importance of investing in worker retraining
similar to the inbortance of 1nvest1n§ in R&D and plant and eiuipntnt. 1t differs
substantially from a str‘ight-line business expense deduction, which could stilf
be used with the tax credit, but which fails by itself to providi sufficient
incentive for business to invest in uorkgr retraining. Moreover, the tax credit
‘will not reward current retraining, but will reward retraining over and above a
five-year average, and could be used by small businesses or unprofitable firms

because of its carry-forward and carry-back provisions.

For every dollar in lost federal revenues, this approach will generate
four dollars in private sector training. It also offsets part of the financial
“costs to employers when workers trained by a coﬁpany take their.skills to .another

firm. This should particularly help small businesses.

Let me also mention that this bill provides that the participation of displaced

workers in an eligible training program will not disqualify these workers rom
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" unemployment compensation to which they are otherwise entitled. As the

Comittee knows, only thirteen state§ at present gllon a workeq in a

retraining prograﬁ to receive unemployment compensation. What we need, Madam
Chairperson, is_to provide incentive for workers to seek retraining at the earliqgt
possible time, thefeby allo?gng fhem to icqufrc'new skills and to depart the _
unemployment rolls, What wﬁ do‘nof need is a systen which mandates that people

wait until their unemployment has run out before they can aevelop'a new skill.

Let me emphasize that this bil) i§ not intended in any wiy to replace JTPA

or other efforts of Congress to assist the disadvantaged, but rather supplements

, these efforts. JTPA must be left untouched so that we can accurately determine

O
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its effectiveness and its worih. But we are talking about a significant problem

in America today which may need more than JTPA., -

What are the §ignificant merits of H.R. 5155? First, business and workers
finance their own retraining, resulting fn greater controls cn both the
appropriateness an& quality of the training. Second, our proposal is
flexible, because its incentives are not linked to the vicissitudes of the
Congressional budgeting process. Lastly, these incentives will have no cost to
the federal Treasury unless businesses and workers themselves decide to spend more

money on retraining, thereby triggering the'legis]ation's tax incentives.

Before I conclude, let me offer a few words about the Individual Training
Account legislation, sponsored by my colleagues from I11inois and New York,
Mr. Durbin and Mr. Boehlert, and developed by my good friend and former

colleague at the Economic Development Administration, Pat Choate.

As you may or may not know, the House Wednesday Group and the Northeast-

Midwest Coalition worked jointly for some time on worker retraining
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legislation, As you can see, the resulting efforts are quite different.
I think it important to share with the Committee the reasons we abandoned the -

Individual Training Account approach.

One issue is whether the 1TA wil) be voluntary or mandatory. A voluntary

. approach may not cost the Federal gpvérdment very auch, but will workers and

'employers as required by tue ITA approach, participate in sufficient numbers i

to ensure 3 viable program? 1 think not. Slving money for retraining. it seems~
to me, simply will not have & high enough priority when people decide how to
allocate their discretionary income. That: 1eaves the mandatory |pproaqh. which

" would guarantee participatfon, but would require a new and expensive federal

' payroll tax and would, in effect, socialize the cost of retraining for what may,
in the end, be a'narrow group of people. As this Comnitt;e knows, estimates )
on the numbers of dispiaced workers vary from just'under 100,000 to over

- two million.

further, although K.R. 4832 is described as wholly voluntary. cnployérs who
do not par'icipate would continue.to be subject to a $14 per enp!oyee sn"harge
to the Federal Unemployment Tax. Employers would also be subject to a tax pcnalty
of $378 per employee if their states failed to plrticipate_in the program.
Moreover, the annual employer-employee ITA payment of $500 per employee is nearly’
five times greater than the average unemployment tax per employee, and that does not
fnclude the tax loss to the federal government that will result from the ITA's '

tax incentives.

While both bills have the same objective, and both bills should receive
further consideration by this and other Committees, ! sgrongly believe

e -t hat-the- Natfond] Training Incentives Act provides the propar incentives for

employees and employers to meet our natifon's retrainiin needs. H.R. 5159 is not

a panecea for the problems faced by displaced workers, but its enactment would be

an important first step.

. Again, 1 appreciate the opportunity to testify on this legisiation, and look
forward to working with the Committee as it continues to explore appropriate

federal policy.

O
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Ms. OAKAR. Mr. Coyne.

Mr. CovNE. Thank you, Madam Chairman. .
_ I just want to thank you also for holding these hearings'on a
very important subject to many regions of the country, partEula_rly
the Northeast and Midwest—and for the members who come here

- . today to testify. :

I have just one question. First of all, I want to say that I am in

- favar of a totally employer-paid program, one in which the employ-

ees would not pay anything at all, so you know where I am coming
from to begin with. o

What would be wrong with just increasing the percentage of the
unemployment compensation payment by a' percent across the
country to pay for the retraining efforts that each individual State

would have to take on? _
~ - In other words, if they are paying 0.2 to .021 percent on the first

$4,000 of an employee’s income, why not just put an additional per-
centage on that and say that that is designated through the unem-
ployment compensation fund for retrainin rposes?

u ?
And all the other stipulations of the f’lPA then could fall into

practice.

Mrs. JouNsoN. I see two probleIhB with that. First of all, there |

are some States, like Connecticut, that are very much in debt, and

not only paying their unemployment compensation payment, but -

also a penalty payment to repay the Federal Government.

And we have a merit system and small empl?ers with good em-
ployment records benefit from that, and depend upon it. And any
time there is a proposal—when I was in the Senate—to make a
change, the impact on the small employer is very, very heavy.

And I am not comfortable with their ability to absorb those costs.

* Second, if the money goes entirely to the State, then thay are re-

sponsible for forming and runninﬁ the training program.

I have not been impressed wit
Government has been able to develop, nor their relevance to future
job availability. . ‘ v

I think one of the things we have to look at is making sure that
the dollars are right at that curve of change. And one of the things
that has impressed me in my work in the District—I have one new
company, for instance, that is making a remarkable new kind of

.. insulin pump. They now have five people assembling it, they have

built on all new space. :

With this kind of tax credit, they can afford to train their work
force in a third of the time. That means they can afford to put all
100 employees they are planning to hire on in a much shorter
period of time; it increases.their employment in that area more
rapidly; it gets greater productivity out of their Keople earlier, and
s0 increases the viability of the compax:iy, which has already sunk a
number of millions of dollars into this development and not made a
dollar yet. -

I think what you are looking at is basically all the money going
to Government and Government doing the planning of job training
development

I would disagree with you, it has been a successful approach in
the past. It is successful to some extent. There are some good pro-
grams out there, and should be a component.

46
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But I prefer to use that component personally for the dislocated
- worker program, for the hard-to-employ people who need, really, a
~ thoughtful and broad input of services. -~ =~ - - -
- -But I think we need in our society something else that allows the .

little cpmsany out in the hills of my-district to train the word proc-
essors and be able to withstand their being booed off by the even
smaller companies in their town and retrain others.

We need a broader-based training mechanism that is more dy-
. ‘namic and responsive. S ' R
~ Mr. DurbIN. I might say, in echoing what Nancy said, I think
~_there are four points. Politically, I think it would be tough to do.
We have increased taxes on employers, Social Security, and unem-
. ployment, in my State in particular, in Illinois, it is really consid-
ered to be one of the disincentives for new firms to locate. ,

If we were to have a new tax, there might be some negative -
pects. Second, economically, I think increasing tax on a small bus.- -
_ nessman right at the point he is seeing-some economic recovery is

counterproductive. : : ' N

We don’t want to be increasing taxes at that level. Third, I think
we as a Nation would be richer if we pass the message slong, each
_of us has an individual ree?onsibility here as much as possible to
“try to brinﬁ ourselves out of this, if we give the mechanism the re-

sources to do it. . . L

Finally, there will be people that won’t work with it. Perhaps
that ‘gets to the point you make. This program won't help everyone.
It is going to help a substantial number of people. .

‘But when it comes, for instance, to the graduate of high school, -
the minority, for example, who hasa high unemployment rate, we
are goinF to need special programs. It probably will have a major -
source of Government fungin&rather than individual contribution.

The need for that will be there for a long, long time. We think
that complements that effort. : S

Mr. Coyne. How would you distinguish between the ve low-
income worker who is barely makini it, in the $10,000 or $12,000 a

ear range, and that individual who may be in the bracket of
¥20,000 to $25,000? ' '

Would they pay an equal amount into the retraining fund?

Mr. DurBiN. They would be payin%a percentage of their earn-
ings into the fund. After 1 year contribution to the fund, much like
an insurance policy, they would qualify for the full $4,000. So it has
a method of funding itself once the program gets rolling. :

We realize that the burden is going to be really higher for the
person in the lower income category, who spends more of their dis-
posal income. - o

: But we have kept the percentage contribution low enough that it

shouldn’t be a major burden to them. It really offers to those folks
who are on the edge of falling in the unemployment ranks very
quickly an opportunity to get out. :

Mr. CoyNE. I wonder if the sponsors would entertain a graduated
system where the lower income workers would fpay less of a per-
centage, or a lesser amount of their pay into the und.

Mr. DuRrBIN. Be Iglad to look at it. :

Mr. BoexLERT. It is eight-tenths of 1 percent, or $250 annually,
whichever is less. -
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Mr. Co¥NE. Thank you. ,

Ms. OAkAR. Thank you. ' B

Mr. Torres. _ , .

Mr. Torges. I, too, want to echo the comments of my colleagues
in thanking you, Madam Chairman, for conducting these hearings.
I think they are very timely, and certainly of great value, the ap-
proach of my colleagues in calling forth this ‘type of legislation. '

~ I was an early victim of dislocation when I lost my job at Chrys- . -

ler sometime in the late sixties. Unfortunately, there were not pro- ,

grag;s_ in place at that time that would have taken care of this

problem. ' .

I bounced around to differentegarts of the country. And finally,

thank geodness to politics, I end up with a good job. '
Ms. OaxAr. We are lucky to have you. )

Mr. Torres. Thank you. I wanted to ask my colleague, Dick:

Durbin, exactly where this whole concept came from. I know we
-'are very innovative as Americans in designing these kinds of pro-
grams, ' :

Sometimes we take hints from abroad. Scandinavians, West Ger-

. mans are good at this. I am just wondering, is this strictly some-

thing that grew out of your own experiences in your own area, or

“something you patterned maybe in studying overseas programs? -
., Mr. DurBIN. The need, of course, is in each of our areas, more so
in 80 many others. But I have to give credit for the concept to Pat
Choate. I think he can indicate to you where he brought the idea
together from. '

But he was, through'the Clearinghouse of the Future, let me give
them a plug here too—they brought Pat in early last year to speak
about where we were going as a Nation in terms of training dislo-
cated workers.

He came forward with their concept. I liked it immediately and
started working on legislation. Sherry has made a great contribu-
tion to it. But I think Pat, who is the Vice President of TRW, can
give you a little historical background.

Mr. Torres. Good. This is my first experience and opportunity to
hear the comments made by my colleagues here on the general
program. I am not sure that'I am on your list of cosponsors. But I
am so impressed as well, I would like to join you.

Mr. DursIN. Love to have you.

Mr. Torigs. I have no further questions.

Ms. OAkAR. Thank you very much.

I would just like to make a comment.

First of all, I was glad, Bill, to hear you say these kinds of bills
in no way compete with State programs that we will always need
as a national commitment to our unemployed. These programs may
be improved over the years like we tried to imgrove the CETA Pro-
gram. We now have the Job Training Partners ip Act.

My own personal commitment is always to have a Erogram relat-
ed to training that is government-sponsored. I think that is very
im‘gortant, Bill. You have made that point.

nother point I would like to make is that I don’t see the bills
competing with each other. I think they are complementary. One is
really geared toward the preventive approach, and I think, Nancy,
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that is yoixrhki'nd of approach, and the other rélates to the needs of B

the displaced workers and future retirement programs. :
.. 1, for one, could intellectually and personally support both.con-

cepts with no problem whatsoever—as long as we never say this re- -

_lages the State programs that we will always have to have as a
ation. - : .

The other point is about where this concept came from. Some of
us, under the auspices of the Northeast-Midwest Coalition, visited
- Germany and Sweden, and we saw—and Bill was:one of the mem-
bers who joired us on that trip—very similar concepts. - -

In many ways, countries like Germany and Sweden are a little

bit ahead of us in terms of how they look to the future and how
they deal with their employees. It is a form of both areas b‘ging dis-

~ cussed today. , :
"In terms of the concept and development of the ITA,  we have
iven a great deal of credit to Pat Choate, our next witness. We

ve canonized you, Pat, and no oné can handle it better than you. - - --

I think groups like your organization, Bill and Nancy, and the
‘countless meetings that Dick, Sherry, I and others have had on the
issue have been helpful in trying to develop the ITA approach.
Dick, Sherry, and ‘1 have met as a group with the labor union
movement, the Chamber of Commerce, and other organizations
about the ITA bill, because we feel that a coalition, not only of Re-

publicans and Democrats, but of business and labor and Govern- - |

ment is important for developing strategies for the future.

Mr. BogsLert. Madam Chairman, I just wish you could bring all
of our colleagues to the Polaris Training Center in Cleveland. We
were there and saw something extremely unusual, at least it was a
first-time experience for me. ' - ' :

We saw training programs that had a 100-percent placement
record. Every single graduate of the training program was immedi-
ately placed in 8.8 job, and yet, they had vacancies in the train-
~ing program. ' - -

And we asked why. And the response was very typical—displaced
worker, exhausted unem;)loyment benefits, now on welfare assist-
ance, food stamps, doesn’'t have a dime to pay the tuition that is
aquired of a training center like the Polaris Vocational Training

nter. oL '

Yet, if we had some fund like this, where that individual could

take out $1,200 to pay, to fill one of those vacancies, get 26 or 39
weeks of training, and they go out and their batting average is
1,000, and that wins the title in any league. .

I would recommend that you encourage as many of our col-
!eggues as you can to visit that facility. It is doing a magnificent
job. . :

Ms. OAkAR. Thank you very much. .

I would like to extend an invitation to all of you to join the sub-
committee for the hearing. I know you are all very busy todar But
if any of you would like to join the committee, we would be happy
to have you sit with the committee. Thank you all very, very much.

Ms. OAkAR. Our next witness is Dr. Pat Choate, consultant for
TRW. He wili be jointed by Patrick J. O’Keefe, the Deputy Assist-
ant Secretary of the Department .of Labor, and Robert L. Craig
with the American Socicty for Traihing and Development.

L
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.. Gentlemen, we are very, very h,a%py't,o have you today. We have
already heard about you enough. Pat, perhaps you can tell us a
little bit about some of the job training strategies. = . ,

.. The nice thing about this—I think all my colleagues will agree—

is very often we have so many great ideas that people develop or

think of, but somewhere along the line they fail to come to those of

. us who are in positions to bring them to fruition. -

Pat has not been modest and shy atout coming to us with his
ideas. I am personally grateful for that. It has been just outstand-

ing to have you as a kind of mentor in this area. .

We are grateful to TRW as well for the good work they have
done in havi%you loan yourself occasionally—your ideas, I should

say—to our efforts. - : *

Pat, thank you very much for being here. Please proceed. -

. STATEMENT OF PAT CHOATE, SENIOR POLICY ANALYST,
- ECONOMICS, TRW INC.

Mr. CaoAre. Thank you very much, Madam Chajrman.
I would first of all like to thank the members for their very gra-
cious comments. In fairness, I think I have to acknowledge al-
though I may have had .something to do with some of the glimmer-
ing of the ideas, it has been the Members themselves and their
staffs, and the staffs of the Wednesday Group and the Northeast-

td

Midwest Coalition that have taken an idea and made them into

really workable concepts. L

And that is, as you indicated, the consequence of much work
- with Members and their staffs and with other outside experts. As a
result of that, I think the two bills that are being discussed in this
hearing are workable bills, and they are bills that, in large meas-
ure, have most of the bugs out of them. :

I think also they are important for another reason, in that they
address comprehensively a major problem that this country is
going to face over the next several decades, and that is rapid
change that may produce enough jobs, but still produce a turbulent
- undercurrent of unemployment and displacement. ~

If I might, Madam Chairman, I would like to submit my testimo-
ny for the record and then take 8 or 4 minutes and summarize it.

Ms. OAKAR. Very good.

Mr. CHOATE. At its heart what I am arguing in my testimony is,
first, that there will be enough jobs in the economy.

But even if there are enough jobs in the economy, what we are
going to see is 600,000 to 1 million or more workers each year, and

at any given time in the United States, permanently displaced

fxl'lom their jobs because their jobs will have disappeared because of
change.

That is a change that is going to be unavoidable over the forth-
coming years. I think we should accept that.

I think that the two bills that are now being considered in effect
acknowledge that that change is a permanent condition of our
econom.y. -

Second, I think it important for us to recognize that we don’t
know precisely who those 600,000 or 1 million or 1% million work-
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 ers will be at any given point in time. It reflects technological ad-

vance that we cannot predict. - :
It may reflect increased competitiveness of other nations that we
cannot anticipate. Thus, it becomes important with: that degree of

'uncertaintiy to have a program that is sufficiently flexible to be

able to address these problems of change. .

I believe the two bills being considered address that comprehen-
sively. I think they meet some basic criteria. - ,

The bills are comprehensivé; they permit individual choice; they
are based on a sound financial system, on independent financing. It
is equitable. If you need, it is there; if you don’t, you get the mone,
for other purposes—and there is a sharing of responsibility. ;

I would also agree with you, Madam Chairman. I believe the bills
that have been presented are quite complementary. One bill, the
Training Incentives Act, ihtroduced by Mrs. Johnson and Mr.
Clinger, will prevent a great deal of displacement through encour-
aging firms to invest more in training to, in effect, put training on

~ Parity with plant and eguipment and technology for investment. .

‘ ., het.

~ At the same time, I think it is-true that even with that invest- |
ment, we will have displacement. The Individual Training Account,

I believe, will then deal with those workers that fall out of the em- .

ployment network, and, again, give the type of flexibility and indi-
vidual ‘choice that was descri_bedmearlier in the testimony.

Finally, I think the concept of a training IRA wouid, in effect,

give to many workers that extra moneys that may be nécessary for
retraining. What we are going to find witn the displacement that is
going to occur.in the years ahead is that it is not going to be
limited to just blue-collar workers. _ :

It will include professionals, it will include technicians, it will in-
clude nranagers. We are already seeing that happen.

They are going to require more than $4,000 in many cases for re-
training. A training IRA will permit, I believe, those workers to
save and anticipate that change and to give them the extra re-
sources they need for that training.

In those cases where, firms do not wish to participate in an ITA
program, then {he workers themselves have a fallback position
that will permit them to engage in retraining efforts, or a safety

So in summation, the Nation now faces a situation where turbu-' '

"lent change is going to be a national condition. We can logicallK

expect a significant number of workers to drop out of the wor
f%rce each year because.they will be displaced because of this
change. - : ¢

We do not know precisely who these workers are. And the two
pieces.of legislation that have been proposed are, I believe, at this
point in time effective ways to address that problem flexibly and
on a sound financial basis. '

Ms. OakaRr. Thank you very much. I wanted to add that you are:
the author of a book that is one of the best sellers on the issue,
“Ret‘ooling the American Work Force Towards a National Training
Strategy.’ _

[Mr. Choate’s prepared statement follows:]
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“The Subcommittee on Economic Stabnization
Committee on Banking, Finance and Urban Affairs
) . House of Representatives
[ . 98th Congress .
. washington, D.C.
Jly 31, 1984

Mr. Chairman and Members of the Subcom&ttee' -

1 am pleased and homred to have the opportunity once agun to appear

before you. When I last testified, the subject was industrial .

competitiveness. What impressed me then, as 1t-ao]e% now, were some of
: the facts those hearings brought to light. Spec&! ally, thet:”

o while 20 years ago trace and fb;g_;no-'investment consti tuted
less than 13 percent of the U.S.'s tbtal Gross National
Product (GNP); in 1983, it was qver 25 percent'

0. while only 20 percent of Amerjca's goods prooucing industries
were Sub ject to foreign competition two décades, over 70
percent are now; and that : . .

P }
. o while at least 100,000 advanced robots will be in operation in
D - the u S. by 1990, over 900,000 will be in meration outsice

As these and other facts clearly suggest, work in the U.S. is unoergoing
massive, far-reaching and irreversible change, : What is also clear §s .
- that most American workers -- blue collar, professional, technical and
managerial -- will require retraining snc perhaps even relocation at some
. point in their careers, perhaps at several points. The fortunate ones
will make those adjustments while they are employed, adapting to change
.along with their employers. Others, however, will be forced to make
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these changes while they ‘are unemployed -- displacsd from Jjobs that will
have olsappeared forever. - - . i :

Today,. the importance of the displaced worker topic is derived less from
any. of the particular remedies before the Congress, but more from the
‘explicit recognition By those appearing before you, including myself, of .
the need for the nation to institute new approaches that will better
assist displaced workers prepare Qxemselves for reemployment. It is in
that vein thet 1 offer my comments' this'morning. And to be fair to the
Committee, I want to emphasize that my comments are my personal
obsefvations and views and pet necessarily those of any others.
In explbri}g this topic, ™ will address .three basic questions: The tirst

is can the U.S. ‘create enough- jobs for all those who wish to work? The

second is how many aisplaced wbrkers will exist -and who will they be?

v ;hird, what are the characteristics that should guide the creation.of

any &fforts to assist displaced workers? Also, I wish to offer some -

coflents on two pertinent pieces of legislation now before the Congress .
- HnR- 1‘832 am H.R. 51590 ’

!
" wil) Thete Be Enough Good Jobs?

fs to the question of will there be enough jobs, the answer is yes, For
the balance of this decade and in the next, enough new s, beyond

. normal attrition, will be created to provide work for virtually all who
wish to work. I believe we can be reasonably certain about his becau
of the arithmetic of jobs in the U.S. It depends on two basic factors
the rumber of people who will want jobs and the ability of the economy t
procduce those Jjobs. ' .

- ‘ .

The rumber of people who will want jobs Can be accurately estimated
because over 80 percent of the ‘workers in the year 2000 are already
adults and most are already at work. The U.S. Bureau of the Census . :
pro jects .that over the next 25 years the labor force will grow at a very
sluw Tate, about 1 percent annually. Thus between 30 to 35 miliion-néw .
Jobs mustgh® created over the next quarter century if unemploymént is to /
be held.at roughly a 6 percent level. #Rut into perspective, America's N

creation challengé over the the next quarter ceéntury will be less /
thak that &f the past quarter century. Then almost 40 million new jobs -
- weréj created, and the rumber of jobs created exceeded the standard /
foreQasts.
Perhaps the best indication of the ecoromy's ability to produce enough -
Jobs is found in the projections of the Bureau of Labor Statistics
{a.S). 1t projects that between 1982-1995, the American ecoromy will
produce over 25 million new jobs: 18.7 million in the service industries
and 6.5 million in non-marufacturing. Ouring this same periog, the labor




-,
\

D . o
force will only increase by 2) million workers. “These estimates appear

B

realistic. They are basefl on the assumption that productivity will grow .

at sbout 1.6 anrually snd the GNP will grow at a real snrual growth of
sbout 3 l;ercet . ®

Thus. it eppeers trat the u.\s. economy will create enough Jobs for the
next decade., Moreover, the BLS proJects that most of those jobs wi'l
exist in the same occupations that now exist.. Thus to the extent that
today's Jobs are or are not godd Jjobs so to will they be for the next
oecade. . .

what these aggregate numbers fail to highlight, however, is the great
turbulence which is likely to exist in the abor market with the rise of
old industries, decline of old ones, the mectanization of much of the
netion's productiont ana the increased involvement of the nation in global
trade. This underly!ng turbulence is sure to create worker d!splacement.

’

How Many Disglaceo Norkers will Ther; Be? - . N

No one knows how miany displaced workers there are. This ref‘lects
definitional problems and the limited amount of research that has been
done. However, the studies which do exist suggest that a significant
rumber of workers are likely to be displaced st any glven time; .

" The Cungresélonel Budget Office (CBO), using a conservat!ve array of '

single criteria, such 8s displaced workers over age 45 or workers in
oeclining occupatiofis, estimates that in 1982 that between 840,000 and
2.2 million American workers were displaced from their old jobs.
Obviously, the number of displaced workers would be substanthlly higher
if the tatal included other categories of displaced workers -- for
example, those unger age 45,- those in stable occupstions, or those
residing in economically vital sreas such as the displaced Atari workers
in the Silicon valley. Conversely, if aoditional criteria or
restrictions were corsidered, such as raising the definitional age to 50
or corsidering only workers in the automobile industry, the number of
worg(ers categorized as dlsplaced would be reduced.

Subsequent estimates by students of this topic such as Malcolm Lovell ana
Kenneth McCellan have placed the rumber of displaced workers at between
600,000 to 1 million at any given time.

Even if the lower estimates of the rumber of displaced workers is used,
it is clear that their contirued unemployment creates high costs to the
economy in terms of the diminished competitiveness of individusl fimms,
reouced Gross National Product because of lost production, increased

demands on the Unemployment Irsurance system, and a greater reliance on

social programs .such as welfare -and food stamps. Moreover, the high

n
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e -
personal costs to the affected workers and thei\ fanilies are large, but
incalculable. - SN \
]

As you krow, the displaced worker problem has nd"t.' gone upnoticed by R
either the goverrment or the private sector. Over the past 50 years, the
federal goverrment has created many programs that provide displaced
workers with a range of assistance, from information-and counseling to
income maintenance and retraining. Indeed, 22 fefleral grant-in-aid
programs, most of them created during the past twb cecades, are designed
specifically to facilitate displaced worker adls ment. Most of these
programs are narrow gauged efforts to sssist spec fic groups of workers

in specific industries or specific places, Such & displaced redwood
forest workers or those adversely affected by imports. .

The latest national effort to assist displaced workers -- Title 11l of
the Jobs Traind 'Pertnershigeﬁct -- is an important piece of legislation
because for the first time the federal goverrmment has assumed the
resporsibility to deal..comprehensivelg with the issue -- that is,
eligibility is not limited to any particular region, occupation or
industry. With the adoption of this legislation, the nation recogni zed
that displacement was likely to be a permanent part of economic change
and that virtually all workers in virtually all industries were
wlnerabfe to the vissitudes of change. \\

At the same time, a_ few companies, in cooperation with the unions :
representing their employees, have established special programs to assist
displaced workers. For example, Ford, General Motors, General Electrig
and, most recently, AT&T will provide displaced workers with extra
severance pay, retraining or out-placement.

Under the 1983 contract between the Communications ‘Workers ano AT&T,
training”and retraining will be available to workers whose Jobs are
_affected by technological innovation. These programs will be financed by
the company and administered Jointly by the company and the union. For
workers who are going to be laid off, the company will provide funas for
Job training and relocation assistance.

Also, a few states such as California, Illinois and Delaware have

initiated state programs to assist displaced workers through training,

courseling and placement programs. One my colleagues on this parel,

Or. Dennis Carey, Secretary of Labor for {the State of Delaware has done

pioneering work in adapting existing proghgns and creating new ores to

assist displaced workers -- and with great Byccess. .

uidelines for an Effeétive Displaced Worker Program

If the nation's displaced workers are to be assisted in making the
transitions they face, several actions are required. And the most
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important of these is to prevent worker displacement in the first place.
‘But if that is to be, then employers must be =ncouraged to invest more in
the training of their workers ~- to keep their skills abreast with the
changing demands of their work. :

Unfortunately, public policy today gives special incentives to fimms to
invest in two of the three factors of production -- capital equipment and
Research and Development -- but not in the third:- the training ana
retraining of the workers. H.R. 5159, which has been introduced by
Congressworan Nancy Johnson eng Congréssman William Clinger, aodresses
that gap in public policy in a forthright and workable manner by giving
firms tax credits for training. This approach gives grea%é:xlbllity to
fims in choosing which training to select and gives the govermment great
assurance the tax expenditure will be used wisely since firms are
unlikely to invest in that which they do not find productive. By
encouraging more training by employers, much worker displacement can be
prevented, but not all. - . :

As a natural corsequence of economic change, millions of workers can be
expected to become displaced workers in the years ahead. 1f they are to
be reemployed with speed, efficiency and dignity, some reforms in the
ration's .training policies are required. Some of these reforms involve
making existing programs work better. Others are also neeced which
center around new policies and programs, including new financing
mechanisms that will have pemanent solvency.

These reforms need not be made all at once, but can be undertaken
individually, as time and circumstances permit. Yo ensure that
inoividuel reforms will eventually fit into an oxoered whole, however, it
is necessary to define some basic principles that should guide both the
reform of existing programs and the creation of new cnes:

. 1

-~

1. " Inoivioual choice.

Ultimately, the displaced workers themselves bear the ma jor
costs associated with structural unemployment and have the
most to gain from their own reemployment, Thus, to the full
extent possible, these workers must be given indivicual choice
in the basic cecisions mage in any ad ustment assistance
program.

2. Comprehensive coverage.

Because the incidence and timing of structural unemployment
are gifficult to pregict -- potentially affecting anyone,
anywhere -- any progra to assist displaced workers must cover
everyone who is displaced,
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3. Linkage of displaced worker assistance to income suppo:.t.

Rny new displaced worker assistance progrem shoulo be linked
to the Unemployment Insurance System so workers have income
while they are in training.

4, Early intervention.

Under existing displaced worker programs, too long a period is
permitted to elapse before action is taken, This slows the
processes of worker adjustment and raises the costs to both
business and government of operating the UI system. Earlier
intervention is urgently required. o

5. Assured financing.

? 1f comprehensive coverageé and early interventions are to
' become a reality, assured financing is needed. This will
require a new financing mechanism that does not cepend on
anrual appropriations from the federal, state or local
- govermments. .

6. Flexibility.

Because Of the uncertainty of structural change, any displacea
worker adjustment assistance system must be flexible enough to
meet the diverse needs that may arise.

7. Improve existing systems. .

Many of the elements of an effective comprehensive displaced
worker program -- such as the Employment Service and UI system
-~ already exist. Their programs such as Jjob referral
services and counseling systems must be given necessary
resources, modernized technology and a Clear mandate.

.

Reforms in current programs will substantially enhance the gquality and
effectiveness of the nation's displaced worker assistance efforts. Even
after existing systems are improved, however, the linchpin of a
comprehensive displaced worker assistance program will have yet to be put
in place -- namely, a rew financing mechanism that can effectively
guarantee the availability of retraining and relocation assistance for
the millions of workers whose jobs will be abolished in the years ahead.

~ The costs of retraining will be high but not prohibitive. Moreover, not
all workers will need or want reiraining or relocate. Simply put, no one
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knows how many will want or need retraining - only that many vill,
Tws, & flexible approach is required.

There are a8 rumber of alternative ways to finance such a comprehensive
and flexible aisplaced worker assistance system, including direct feceral
or state funding; the use of some part of UI entitlements for retraining;
or the creation of a wholly new self--financing mechanism -~ the :

- Individuel Training Account (ITA) called for in H.R. 4832 which has been
introcuced by Congressman Richara Durbin, Congressman Sherwood: Eoehlert
and Congresswoman Mary Rose Oakar.

fs proposed in their legislation, the Individual Training Account (ITA)
would be a flexible, simple-to-aominister, self-financir? system designed
. to speed the reemployment of displaced workers by providing funds for
retraining and, if necessary, relocation as well. Because it 1§
self-financing, the ITA would not sdd to the already severe financial
pressures on the UI system; nor would it depend on annual grant-in-sid
appropriations from the Congress. -

The 1TA blends two of the nation's best experiences in training'and
savings -- the voucher-based national retraining program, the G.I. Bill,
and the savings- and equity-based system, the Individual Retirement
- Account. The ITA has a rumber of attractive features: :

0 It is portable -~ tied to the worker and not to the Job ;

o It has a built-in incentives for prudent use -~ at retirement
of the worker the urused portiors, plus accumnulated interest,
are returned to both the worker and the employer;

o - It is not dependent on awal'apbropriaéions;
' !

© It would increase the nation's savings;
o It has caps on contributions;

0 It would permit great flexibility of choice for the worker in
the sclection of training programs to take and where.

The ITA as embodied in H.R. 4832 Is a workable approach to a ma jor
national challenge, ’

H.R. 5159 has arother feature which 1 find quite attractive, the
provision that permits individuals to use funds f-om an IRA for
retraining. Many individuals will need more thar the $4,M00 that the ITA
provides. For those workers, the extra funds provided by a Training IRA
(T-1RA) would be a useful supplement., '

A
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Together, H.R. 5159 and H.R. 4832 build a complementary mosaic of
programs, The training investment credit, the ITA and the T-IRA will
prevent some displacement by ercouraging firms to invest more and yet
offer a tlexible uncerpinning of retraining/relocation assistance to .
those who are displaced.

Summar

If the Unitec States is to keep pace with, even be ahead of, the velocity

- of economic and technological change, then the nation must be prepared to
help its workers adapt to a changing economy, Creation of an effective
displaced’ worker program must be a primary part of that effort.

" H.R. aész and H.R. 5159 create national policies and national programs

that will gssist workers and fims make those adaptations with
confidence, efficiency and dignity. '

Thank you. N

Ms. OAKAR. Mr. O’Keefe is the next witness. I did want to men-
tion he is the Deputy Assistant Secretary for Employment and
Training in our Department of Labor, and he has directed the im-

lementation and-does oversee the Job Training Partnership Act

.Programs. Previously, he served as Administrator in the Office of

Strategic Planning and Policy Development and as a Deputy Direc-
tor of the National Commission on Employment Policy.

Because of the short time in which we organized this hearing, we-
understand that your remarks will reflect your personal views as

opposed to the views of the Department. Is that right?

STATEMENT OF PATRICK O'KEEFE, .DEPUTY ASSISTANT
SECRETARY, U.S. DEPARTMENT OF LABOR

Mr. O’Keere. Yes, Madam Chairman. That is the case. I do ap-
preciate the opportunity to come and appear befure the subcommit-
tee. ,

Like the other witnesses, I think you are to be commended for
taking on a very important issue; not an issue just for 1984, but an
issue will be with us certainly for the rest of this century.

I will organize my remarks around two themes. One is to discuss .
briefly title III of the Job Training Partnership Act, the Dislocated
Workers Program currently on the books; and then talk about the
concept of Individual Training Accounts.

We need to recall, at the outset, that the concept of « .located
workers does not lend itself to precise definition. None uc us can
parade in here a stereotype and say this represents all dislocated
workers in all of the United States. In an economy as dynamic and
diverse as ours, the concept changes over time and across places.

I think Dr. Choate does us a great service in reminding us that it
is not just a blue-collar phenomenon—that the stereotype of a steel
mill somewhere in this country that encapsulates everything about
dislocated workers is not something that we can use as the basic
assumption for policy making.

In broad terms, dislocated workers are individuals that have two
basic characteristics, it seems to me. One is they have had a stable

09



56
- attachment to a specific job for some period of time. We would
have to put some details on that; but I think that is one aspect of
it. The second is that the individual is confronted with the perma-
. nent loss of that job. . : '
When 1 say confronted, I use that word to include both those in-

-dividuals already laid off, and those persons scheduled for _laX off. -
We don’t have to wait for the trauma of unemployment to deter- -

mine that an individual is a dislocated worker..
I would also point out that we don't have a precise estimate of
the number of dislocated workers. It is going to change with the

course of the business cycle; it will change as technological develop-

ments come on line. : :

What we do know is that, depending on your definition, the esti-
-m.aﬁ.es will vary very widely, anywhere from one-half million to 3
million. - - : : :

I think another thing that we have to remind ourselves is that
we do not have sufficient experience to date to be able to point. to
one strate% and say this is the best way to train people for reem-
ployment. Perhaps the only common thread is that typically there

18 a need to convince the individuals that they are very unlikely to-

_ return to their former employment. . L
We have heard the anecdotes of workers laid off fromm a plant
that has very little likelihood of reopening. Yet every day they go
back down to the plant in belief that somehow that facility will
reopen and their job will reappear. '
I raise this bacl{ground not to argue against action, quite the con-

trary. I raise it to underscore a word that I think has to be the

byword of the way in which we proceed. :
It is a word Dr. Choate has used: flexibility. I think no matter

‘'what we do, we have to retain for the individuals and for employ-

ers the maximum degree of flexibility to respond to the economic
circumstances in which they are o rating‘.

Let me now turn to title III of the Job Training Partnership Act.
-That law was signed into law b{ President Reagan on October 12,
1982. It became fully operational October 1, 1983. ' .

So we have roughly 9 months worth of experience. The dislocated
worker program, which is only one component of that legislation,
emphasizes training and f'ob search assistance as the means by
which we will return people to regular self-sustaining employment.

It does permit the training and the employment services to be
provided prior to the separation of the individual—if there is a
very clear recognition that dislocation is going to occur in that em-
ploying establishment.

It defines dislocated workers broadly, giving to the governors the
discretion to identify which groups of workers are truly dislocated.

And it is administered in a block grant form so that the States and -

localities have the maximum degree of flexibility to fashion their
rograms to respond to the local circumstance that they are ad-
ressing.

For the current grogram year about $223 million has been appro-
priated for title IIl of the Job Training Partnership Act. We esti-
mate this will serve 90,000 to 100,000 individuals.

As [ said before, the program became fully operational in Octo-
ber of 1983, although we did have some early funding for the'dislo-
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“cated workers program. Through March of 1984, which is the most
recent period for which we have data, approximately 65,000 indi-
viduals have been served. _ .

One thing we observe is that the cost for training in this pro-
gram is somewhat below the $5,000 to $5,500 we originally estimat-
ed that a unit of training per year would cost in this program.

. The program has demonstrated the kind of flexibility that I
think we would all look for. We see under title III, projects serving -

. dislocated workers in Pennsylvania and Ohio who have been disem-
ployed from steel plants. , : -
It is serving people on the southwest border disemployed because
“of the freeze that occurred last December in the citrus groves and
the devaluation of the peso. '

It is being used to serve?eople who have been thrown out of
of t

work because of the closing of tuna canneries in California.
So it has displayed substantial flexibility.
One thing tg
think, because it is administered in large part by public sector. in-
stitutions, it tends to be project oriented. . o
We tend to think in terms of classroom size training or projects
that will serve large groups of people. Let me take you back a
moment to what I was saying about the stereotype.

Not all dislocation occurs—in fact, a substantial part of disloca-

tion does not occur berause of plant closings, or-because there has
been a major phasing dewn., -

It often occurs because certain clusters of occupations with an
employe: have become insufficiently productive for the employer to
maintaia that activity. -

So I think, therefore, there is in the administration.of JTPA
some limitation of its ﬂexibiliti in that it tends to be project orient-

.ed. It is still too earlK to say that is the only approach that we are
f;)xp%.m see; but in the first 6 months that 18 one of its key charac-
ristics.

Let me now turn to the concept of Individual Training Accounts.
There are several pieces of legislation and I think many of them

are complementary. I would rather stay with the concept, however,

than to deal with the specifics of the various proposals.

The concept of an Individual Training Account does deserve very -

serious consideration as part of our overall employment policies in
- this country. I think that is the case for several reasons.
Number one is because this concept, if adopted, would encourage
. human capital formation and regeneration. It would get us out of
the mode of thinking about ourselves as batteries, that we charge
with human capital at the befinning of our lives, but once we grad-
uate from high school or college, we then have to carry ourselves
forward on whatever that charge was. .

The second thing that is very appealing to me is the fact that it
is voluntary. It permits employers and workers to decide ho the
compensation package is to be allocated across the full spectrum of

benefits—wages, leisure, training, and so on. It permits the deci- -

sionmaking to occur in the context of labor/management negotia-
tion which serves this country so well. .

The third thing, and I just keep coming back to this because I
think it is key, is that it retains the flexibility that individuals
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need .to be able to decide what their interests are as jobseekers,
what are their aspirations, what is the training that is going to
prepare them to achieve those aspirations.

And the last feature of it is that it potentially provides a funding -
mechanism that would not otherwise be available to small and in-

- termediate employ_ers in the same way it would be available to

large employers. L :

.~ I think there are questions with any of these proposals that we =
cannot ignore. Jertainly one of those ‘questions has to be the fiscal

implications. Aad the second thing is that the enactment of it,

while it is certsinly not competitive with other policies, may re-. -
quire adjustment in the policies that are currently in place.

* Madam Chairmun, I appreciate the opportunity of being here.
Ms. OAkAR. Thank you for your comments. ' )
Mr. Craig is the vice president, government affairs, for the Amer-

ican Society for Training and Development. He is the editor and

publisher of the National Report for Training and Development
and has served as the senior editor of the Training and Develop-
ment Handbook. For a long time, he was the editor of the Training
and Development Journal. ' '

We are very happy to have you as a witness today. You have a_
long background in terms of being interested in the subject. We are

happy to have your testimony. o

STATEMENT OF ROBERT L. CRAIG, VICE PRESIDENT, GOVERN-
MENT AFFAIRS, AMERICAN SOCIETY FOR TRAINING AND DE-
VELOPMENT :

Mr. CraiG. Thank you very much. I am especially pleased to be
here today to represent the 50,000 members of the American Socie-
_ty for Training and Development. They are people engaged in em-
plver provided education and training.

ou are probably aware, but if Kou are not, that is the -largeat

single force in the retraining of the American work force today.
Our best guess, although the data are, to use the technical term,
lousy—our best guess is that employers spend something like $30
billion annually in direct and indirect costs. That does not include
the salaries and wages of those being trained. : -,

That is why we are interested in job training legislation, because -
that is our business. _ :

We are very pleased and commend the Members of Congress who
have introduced these recent legislative proposals that deal with
job training legislation, because we believe that the competency of
our overall national work force—and that includes from entry level
through the crafts peogle, through the office and clerical and sup-
port people, through the professionals, engineers, and the manag-
ers, in all sectors—represents the greatest asset this country has. It
is a key factor in national economic health. '

Consequently, we support legislative measures that recognize the
importance of investing in human capital such as your proposal to
give tax credits to employers for the employee training costs, that
is part of H.R. 5159, the National Training Incentives Act.

Now, despite the fact that employers spend a great deal of
money, there is still an underinvestment in our opinion. But we do
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sufgest some changes in H.R. 5159 on this provision in order to
help ensure its success. N

e, we believe that you need a good working definition of train-

ing, because this would preclude a great deal of administrative con-
fusion and dispute later on. We are now conducting research par-

tially sponsored by the National Institute of Education on the

nature and extent of employee education and training.
And we have eyolved a definition of employee training for that
purpose. We suggest, and we have suggested to some of your

people, that it might be used as a basis for defining employee train--

ing. o . : .
ft has to be an organized effort, for example. But it should not
include the informal, on-the-job training or coaching and supervi-

sion. Otherwise, I think it becomes unmanageable right away, and - ..

you will have a lot of difference of opinion.

Another suggestion along the same lines is to set guidelines as

~-clearly as is practical for what kind of training costs are allowable
as tax credits. Unfortunately, there is little consistency now in how

employers account for training costs. ,
nless we have some clear guidelines, we are going to get into

- trouble about what training is or is not. Some em loyers include

»

direct costs for training, some indirect costs, some do include sala-

. ries and wages. :

And there are big differences in what the training costs are. This

is a rather complex matter, and, again, we have come up with

some sample cost models in our research which we have suggested
to your staff. L
ncidentally, we have just.conducted a survey of a group of 600

or 700 senicr managers of human resource development in the pri-

vate sector, fpeople in our field, and we had 92 percent of the re-
:po_ns_es in favor of tax credits for employer investment